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Everywhere you look 


America is growing 
and Associates is growing with it! 


Listen to the clang of new steelwork rising high above 
old skylines . . . to the whisper of a million air conditioners 
and the muffled churning of ocean freighters in the St. 
Lawrence . . 
automobiles rolling along the ribbons of newly con- 
structed turnpikes. 

These are the far-flung activities of a young America 
still growing at an accelerating pace that dazzles even 
the boldest thinker. Spurred on by the incentive of free 
enterprise, our nation’s growth is backed by far sighted. 
constructive financing that enriches the opportunity of 
every man to better his way of life. 

In the past 12 months, Associates has provided over 
14 billion dollars of automobile, industrial and personal 
financing to assist this American growth pattern in 
widely diversified fields of industry and private endeavor. 

America continues to grow . . 
tribution to that growth, Associates grows with it. 


. to the hum of an endless stream of new 


. and proud of its con- 








A REPORT FOR THE FIRST SIX MONTHS 
CONDENSED CONSOLIDATED BALANCE SHEETS 





ASSETS June 30, 1956 June 30, 1955 
Caso AND MARKETABLE 
Sy) $ 87,277,327 $ 81,146,112 





RECEIVABLES: 
Retail motor vehicle install- 
ment receivables. . . . 


...eee $683,877,863 $578,409,395 
Wholesale motor vehicle short- 








Se ee eee 72,754,696 7,100,654 
Direct and personal install- 

I I cin ese td 0.6.0:00% 55,851,875 41,678,044 

Commercial and other 

SRR errr 37,002,943 27,696,421 

$849,487,377 $714,884,514 

Less: Unearned discounts..... 51,967,540 44,144,624 

Reserve for losses. ...... 20,628,756 7,506,326 

‘ Total receivables, net....... $776,891,081 $653,233,564 

OOTHER AGGRTS. «....6.0505 00000008 14,884,154 = 11,529,998 





$879,052,562 $745,909,674 


CONDENSED CONSOLIDATED INCOME 
STATEMENTS 
Six Months Ended 
June 30, 1956 June 30, 1955 











Discount, interest, premiums and 








ee ee $59,449,847 $51,648,914 
Operating expenses......... 41,828,871 34,296,900 

Net income before Federal in- 
RSS eee $17,620,976 $17,352,014 
Provision for Federal income tax. 7,840,000 8,540,000 
INGE TNOOMES 5 ois:5 0. o5:0 5.6. 6:085.00 $ 9,780,976 $ 8,812,014 





Consolidated net earnings per 
share of common stock after 


payment of preferred dividends, $2.97 2:7 


LIABILITIES June 30, 1956 June 30, 1955 
Nores PAyaBLe, short term..... $435,831,400 $352,716,100 
Term Notes due within one year. 37,500,000 39,770,000 
Common Stock DivipEND pay- 





apie duly 2, 1956....... 22.5604 1,875,283 1,562,736 
Accounts PAYABLE, ACCRUALS 

AND IRESERVES.............; 30,237,643 29,705,347 
UNEARNED INSURANCE Premiums. 29,258,942 28,925,709 
Lonc-TeErM NOoTEs............. 155,965,000 136,135,000 
SUBORDINATED LONG-TERM NOoTEs. 52,000,000 42,000,000 
CapirAL DEBENTURES.......... 17,900,000 18,500,000 
PREFERRED STOCK............. 22,500,000 12,500,000 
ComMon STOCK......000ccccee 31,254,720 31,254,720 
I c6s go sadn bear Wass 64,729,574 52,840,062 





$879,052,562 $745,909,674 
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Two sides 
to everything 


Take this business of investing in com- 
mon stocks, for example. 


On one side—the rewards. 


The opportunity to put 
your money to work 





where the record 
for the past 10 years 
shows you might rea- 
sonably expect a return 
of 4%, 5%, 6% on your money... . . 
Where the dollars you invest have a 
chance to grow with American indus- 
try—can multiply toward a day you 
might want them for a college educa- 
tion, for a better home, for retirement. 
On the other side? 


Risk. Risk that the com- 
panies you select may 
fail to prosper. Risk 
that their dividends 
y/ may be cut down— 
or cut out. Risk that 
there could come a time of generally 





depressed prices for all stocks—a time 





when you might be forced by personal 
circumstances to sell at a loss. 

That’s why we’ve never been tempted 
to overstate the rewards—or minimize 
the risks. 

That’s why we’ve said time and 
again, that a home, insurance, and a 
fund for emergencies should always 
come first. 


But after that, if you believe as we 
do in the long-range future of Amer- 
ican business, we can’t think of a bet- 
ter place to put your extra dollars 
than in good common stocks. 

And when it comes to which ones 
you should buy, we'll do all that we 
can to help. Just come into our office 
and ask—or write if you like to our 
Research Department. You simply ad- 
dress— 


Watrter A. ScHOLL, Department SF 60 


Merrill Lynch, 


Pierce, Fenner & Beane 
70 Pine Street, New York 5, N. Y. 
Offices in 107 Cities 
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The Trend of Events 


AFTER THE STRIKE... The steel strike has come to 
an end, marked by considerable elation on both sides 
of the bargaining table. Since the entire nation had 
a stake, if not a role, in a prompt settlement, all 
members of the community can find satisfaction in 
the resumption of production in the basic steel in- 
dustry. Our pleasure, of course, is tempered by the 
realization that we will pay heavily in the months 
ahead for this latest in a series of strikes, followed 
by the usual wage boost and price rise. 

As for those economic wizards who, throughout 
the recent steel strike, sought to minimize the tre- 
mendous losses it caused the worker, the com- 
pany and the community, it is time they learned 
that the American people are too sophisticated to 
be taken in by that sort of nonsense. These people 
would have had us believe that the strike was a good 
thing — it pared inventories, built up new demand 
for steel and the period of unemployment was in 
lieu of normal vacations. 

No doubt, what these economic wizards believe 
this country needs is longer strikes and greater 
shortages. 


PRODUCTION AND INFLATION 


The Secretary 
of Commerce has forecast 


adds up to a gross national product for the twelve- 
month of more than $408 billion. That would surpass 
the $390.9 billion record established in 1955. The 
disturbing feature, for us, is that the growth in the 
GNP will come largely from rising prices, rather 
than from increased production. Even Mr. Weeks 
had to admit that the wage-and-fringe benefits 
settlement in the steel industry was in excess of the 
increased rate of productivity and that if this trend 
continued long enough, inflation obviously would be 
the end result. 

However impressive GNP totals and employment 
records may be, it is equally important, for investors 
and business people, to keep an eye on the price 
structure. Not a few of our giant companies, as well 
as medium-size and small entities, are feeling the 
pinch of rising costs of labor, material and transport. 
Hundreds of companies now are faced with the 
choice of raising prices or “enjoying” profitless 
prosperity. 


PAUCITY OF CAPITAL ... The sharp expansion of 
debt in nearly every phase of the economy has been 
noted repeatedly in THE MAGAZINE. The rate of ex- 
pansion in such areas as consumer credit, mortgage 

debt and bank credit, we 





high employment and active 
business through the re- 
mainder of 1956. He is en- 
couraged in this view by the 
July employment rise, which 
has put the employed total 
at a record 66.7 million. He 
speaks of “a fresh bounce” 
for business, spurred by the 


end of the steel strike. miss it! 





We call the attention of the reader to 
our newly-devised Trend Forecaster, 
which appears as a regular feature of 
the Business Analyst. This new depart- 
ment presents a valuable market analysis 
of importance to investors and business | 
men. To keep abreast of the forces that | A 
may shape tomorrow’s markets, don’t| dearth of capital and credit- 


for an_ indefinite period. 
Rises in the discount rate, 
ordered by the Federal Re- 
serve were timely moves de- 
signed to curb inflationary 
pressures. 

One of the results of the 


| felt, could not be sustained 
| 


tightening moves has been to 
push interest rates charged 





For Mr. Weeks, all this 
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business borrowers to the highest level since the 
end of World War II. Small and medium-size com- 
panies have, for some time now, run into consider- 
able difficulty in their guest for capital. It now 
appears that savings seeking investment also are 
insufficient to accommodate the corporate giants. 
In not a few instances, industrial leaders have only 
been able to borrow by agreeing to a 4.75% and 
even a 5% rate. 

One of the nation’s top finance companies this 
month put off for a second time a proposal to borrow 
$75 million on debentures. The issue had been regis- 
tered with the Securities and Exchange Commission 
in the spring with a view to sale early in June. 
Negotiations were revived this month, but were 
broken off once more when the company again was 
disappointed at the terms required by the market. 

Another illustration of this trend toward a dearth 
of money for prime fixed-income securities was the 
postponement in recent days by a West Coast utility 
of sale of $40 million of mortgage bonds. 

A score of other examvles could be cited of a 
deteriorating market in which heavy borrowing for 
capital expansion is exerting strong pressure on 
yields. 


LUST FOR POWER... The conduct of Mr. Truman in 
coming out for Governor Harriman in the manner 
in which he did right before the Democratic Con- 
vention, was less edifying than it was surprising. 
We somehow thought this man would have grown in 
the high office of the Presidency. 

He apparently has never forgiven Adlai Stevenson 
for refusing to let him manage his 1952 campaign. 

And now, not content to be an elder statesman of 
his party, he wants to dictate to the people of the 
United States he Democratic candidate for the 
Presidency. 

The result will not be to his liking—for the Demo- 
crats all over the country have already expressed 
their preference for Adlai Stevenson, a fact that 
was recognized by Senator Kefauver, as well as the 
decisive number of delegates who have pledged 
themselves to Mr. Stevenson. 

While Mr. Stevenson went to the people for sup- 
port in weary months of campaigning up and down 
the country, Mr. Harriman was relying mainly on 
Tammany Hall and Harry S. Truman to elect him to 
office. His willingness to assume such a role under 
the domination of these two bosses was made so 
evident to the entire country that the revulsion of 
feeling would set the tide against Harriman in 
the election. 

As far as Mr. Truman is concerned, his conduct 
is a reminder that old politicians, unlike old soldiers, 
never fade away. 


NO LITTLE THING . .. Charles E. Wilson, our Secre- 
tary of Defense, has a philosophic facet that is 
almost Ionian and calls for greater understanding 
by an unappreciative citizenry. We must confess to 
a certain amount of bewilderment, at times, by the 
sallies of Mr. Wilson, In his assertion that the Suez 
Canal crisis is “a relatively small thing,” we prefer 
to believe that he only was seeking to minimize a 
grave problem, to inject a note of calm and restraint. 


Unfortunately, in cold print his off-the-cuff remarks 
often introduce a note of unreality. 

Surely, his view on the Suez Canal matter can 
hardly have endeared us to our British and French 
allies. One day after he injected this jarring note, 
Prime Minister Eden of Britain told his people the 
issue was “a matter of life and death to us all.” 
About the same time, our President Eisenhower was 
“very careful not to say” that he was opposed to the 
use of military force under any circumstances in 
coping with the Egyptian Dictator Nasser. 

The issue is too grave and the stakes too high for 
ranking officials of the Government to be flippant. 


NEW LEASE ON LIFE .. . Whatever the investment 
judgment it may have passed these last few years 
on the so-called automotive independents, there is 
no question about the strong sentimental attach- 
ment of a generation reared on Haynes, Reo and 
Chandler for Studebaker and Packard (or Stude- 
baker-Packard, as it is now known). They were 
leading products of high quality (the quality is still 
there) in an age that flourished without such abom- 
inations as the singing commercial and the atom 
bomb. 

There had been high hopes that a better day was 
at hand when Studebaker and Packard linked their 
fortunes two years ago. Unfortunately, however, the 
new company never was able to operate profitably. 
But now another “vintage” company, Curtiss-Wright 
Corp., which has done a commendable job of keep- 
ing pace with the developing aircraft industry, 
has entered the picture. It is to be hoped that better 
times are ahead for Studebaker and Packard, which 
will continue to operate as a separate entity although 
under advisory management of Curtiss-Wright. 


VICTIMS OF THE FADS... An unhappy man of our 
acquaintance is the president of a major pie-baking 
company. Despite enormous population growth, his 
firm has been unable to expand sales and his profit 


margin is shrinking. A major cause of his woes is f 
the faddist, who practices and preaches abstinence 
from a product as wholesome as apple pie—too many | 


calories, you know. 

Nor have the brewers escaped this war on the 
waistline. To cope with the faddists, one brewer after 
another has turned to “light” brews and insisted they 
are using less sugar. Many of our senior citizens 


think you can drink modern-day beer and never) 
worry about your waistline. However, they insist the }) 
character has been brewed out of the product. Still, P 
brewers who were slow to turn out a beverage that | 


satisfied the calorie-conscious element lost ground. 
A British company that set up in this country, offer- 
ing a strong, very dark porter brewed from highly- 
kilned hops, had to quit and go home. 

The faddists have given an especially bad time to 
the sugar industry. That group is so alarmed that 
it now is seeking, through a heavy advertising and 
promotional budget, to combat reports that sugar is 
fattening. 

It would appear that calories and proteins are 
more than conversation pieces for the parlor. They 
vestment portfolios. 
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SANCTITY OF AGREEMENT — NOT NATIONALIZATION — REAL SUEZ ISSUE 


,— blunder — and of the first magnitude 
— has been made by Western statesmen in permitting 
nationalization to be Nasser’s excuse for his ill-temp- 
ered and precipitous response to the withdrawal by 
the West from the financing of the Aswan Dam. 

Instead of stopping Nasser in his tracks and calling 
attention to his false claims, the British and French, 
shocked and bewildered, permitted it to stand — and 
sc built a Frankenstein monster that is bound to pro- 
duce serious repercussions. 

In the first place, nationalization has been accepted 
by Britain in her own 
country and elsewhere— 
and an agreement had 
already been signed for 
the nationalization of 
the Suez Canal as of 
1968, the details of 
which, and its benefits to 
Egypt and the world, 
are fully contained in 
our story, “World in 
Transition,” beginning 
on page 651 in this edi- 
tion. 

It is clear therefore 
that nationalization was 
not the reason, and that 
the Suez matter centers 
on the broken agreement 
between the govern- 
ments of Britain and 
France on the one hand 
and Egypt on the other 
— all sovereign states. 
Therefore, Britain, in- 
stead of calling a con- 
ference that would in- 
volve other nations, 
should have stamped 
this matter as relating 
to internal affairs and, 
together with France, 
the interested parties 
should have insisted 
that Egypt honor her 
obligations in principle 
and in action — after 
which, it would have 
been a strategic stroke to have taken the matter up 
in the United Nations and called upon the various 
countries to crusade for the sanctity of agreements 
between sovereign nations, and show what failure to 
adhere to this principle would mean to all the coun- 
tries of the world — if contracts became mere scraps 
of paper. 

As the matter stands at this moment, the effort 
can still be made at the United Nations, where it can 
be presented in its true light. It is hard to conceive 
AUGUST 
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By CHARLES BENEDICT 


that the member nations will express themselves un- 
willing to go along with this plea, for they would be 
in the position of tolerating the breaking of agree- 
ments — especially if it was called to their attention 
that no investor would be willing to risk his funds 
abroad under such circumstances. 

Already the emotional appeal of Colonel Nasser has 
influenced Lebanon toward expropriation of the oil 
pipelines, demanding huge retroactive taxes, back to 
1952 — and others are threatening — so that American 
investors clearly know the way the wind blows — for 
these hazards are bound 
to put a halt to their ac- 
tivities to help indus- 
trialize foreign coun- 
tries no matter in what 
part of the world they 
are. 

As far as the Suez 
Canal is concerned, that 
is a matter which is 
bound to be solved by 
one means or another, 
and the great loss to 
their country will prove 
to the Egyptian people 
and to the Arab world, 
that Colonel Nasser is a 
hot-head who is doing 
his people and all the 
other countries a great 
disservice by his dic- 
torial behavior. 

Mr. Nehru’s face-sav- 
ing suggestion in deal- 
ing with Colonel Nasser 
leaves me cold, because 
he has certainly never 
tried to save our face 
and has set himself up 
as a biased arbitrator in 
world affairs. He will 
prove to be a very weak 
reed for Colonel Nasser 
to rely on. 

The backing of the 
Soviet Government 
especially, is purely op- 
portunist, and their pen- 
chant for breaking contracts and getting away with 
it, is no sure guide for Nasser or other Arab leaders 
to follow. In fact, in lining up with Russia, Nasser is 
bound to destroy himself — and we hope the Egyptian 
people and those astute leaders in the Arab world 
will put a stop Nasser to it before it is too late, for 
in the past decade they have gained many advantages 
which they can continue to advance by common-sense 
steps — remembering that “a bird in the hand is worth 
two in the bush.” 


N. Y. World Telegram & Sun 
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The Stoek Market 


Between Now and Election 


The market remains mixed, with the industrial and rail averages held to a fairly broad 
trading range since April and a narrow one for four weeks. Quite apart from the Mid-East 
uncertainty and the domestic political campaigns, caution and discrimination are in order 
at this high level of stock prices. Opportunity is reduced, risk increased. 
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By A. T. 


ie market’s upswing from the May reaction 
lows was running into trouble — in the form of 
waning demand and an increasing supply of shares 
for sale — for some days before President Nasser 
of Egypt seized the Suez Canal. So the Mid-East 
difficulties and uncertainties now confronting the 
West, and especially Britain, impose an added handi- 
cap but are not the whole story. News of the Nasser 
coup came July 27, causing a dip of about 314 points 
in the daily industrial average, but for about two 
weeks before that it had been stuck in roughly the 
3-point range 513-516, slightly under the April bull- 
market high of 521.05. 
During the past fortnight the market alternated 
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between worry over the Mid-East situation and hope 
that in some way — nebulous at this writing — the 
canal issue may be resolved without military action 
and without disaster to the West’s position. The 


industrial average worked up to an August 2 recov- 9 


ery high of 520.95, only a hair under the April top; jj 
but another flurry of alarm, caused by British-§ 
French tough talk and military preparations, } 
knocked it down by more than 6 points in the Mon- 7 
day, August 6, trading session. With the United 7 
States and others exerting pressure to cool down} 
the British, hopes rose again, Within a few days the 

average again was hovering around the old high 
and struggling to get through it — without success. § 
Most of a Thursday, August 9, upthrust 7 

































PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


SUPPLY OF 
As Indicated by Transactions 
at Declining Prices 
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DEMAND FOR 
As Indicated by Transactions 
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SCALE AT LEFT 


_ MAR. APR. MAY JUNE JULY AUG. SEPT 





MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 





SCALE AT RIGHT> 








was given up by the close of that session, 
without any fresh excuse in the foreign 
news. The retreat in stock prices became 
fairly general and sizable by the week- 
end, without reversal up to our press 
deadline. 


What's Ahead Now? 


It is possible, but now beside the point, 
that the industrial list might have at- 


night, excepting for pressure on the | 
international oils, and the more cautious 
general mood forced by the Suez crisis. 
It is possible that the market will hold 
in the recent trading range on the cur- 
rent test; and then make another try, 
with conjectural outcome, to extend the | 
summer rise. However, there is no change | 


in our previously expressed view that at F 
best the upside potential for most stocks, 


and for the averages, is probably quite 


ahead from now to election time or from | 
now through the rest of the year — even | 
in the very unlikely event of a quick 


satisfactory to the West. 


are: (1) a minor extension of the bull 
market on the order of perhaps 1% to 
5% above the April high for the indus- 
trial average; (2) a substantial inter- 
mediate downswing, involving a test of 
the May lows; or (3) a presumably mod- 


tained a new peak during the last fort- | 


modest on a medium-term view, looking f 


settlement of the Suez issue on a basis | 


If this view is correct, the alternatives 
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erate bear market, per- 
haps on the order of 
15° to 30% down from 


by past behavior, much 
less for utilities and con- 
income stocks 
generally. 

This is to say that, at 
the present level, down- 
side possibilities appear 
in almost any event to 
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regardless of whether we 


margin, before the next 
significant sell-off devel- 
ops. But the question of 
the precise top does make 
a technical difference 
which could be impor- 
tant in its bearing on 
investment - speculative 
psychology. In a_ bull 
market each new top 
bolsters confidence and 
hope, and defers the day 
of reckoning; while each 
sell-off is assumed to be 
a “correction” of tran- 


dence in the major mar- 
ket trend is shaken if 
repeated efforts to better 
a prior top prove abor- 
tive over a_ protracted 
period—and the period since the April high was re- 
corded is already more than four months. In this 
situation, if a decline begins after failure by both 
industrials and rails to get through prior highs, the 





| benefit of the doubt can no longer be given to the 


bull side on the basis of “pattern evidence”; and a 
break through the May lows would establish a bear- 


/ market pattern of unforeseeable scope and duration. 


Bear markets, generally, begin after a protracted 
business boom, which we have had; and at a high 


with price-earnings ratios of popular stocks rela- 
tively high, dividend yields largely reduced both 


/ absolutely and in relation to bond yields. We have 
: these conditions. They, generally, begin in an en- 
/ vironment of more or less credit strain, caused by 


active borrowing of long-term and short-term funds, 
and aggravated by a restrictive Federal Reserve 
money policy aimed at braking inflationary tenden- 


| cies. This we also have. 


And we have something else which certainly is 
not bullish. The mixture of good, bad and indifferent 
second-quarter company reports foots up to a halt in 
the long rise of total industrial-company earnings. 
Our check of reports of some 600 larger concerns 
shows earnings under the year-ago level, on average, 
whereas they were up around 12% in the first quar- 
ter; and the year-to-year gains were not under 25% 
in any 1955 quarter. They figure to be down from a 
year ago in the second half, which means that the 
full-year gain, if any, is likely to be nominal. So 
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advanced price-earnings ratio cannot, as a general 
matter, be rationalized now by expectation of higher 
earnings ahead. 

The assumption is that the beloved Eisenhower 
and the less loved Nixon will be re-elected, although 
it is a bit less cocky than previously, since the 
President’s continuing health is no longer taken for 
granted. To the extent that even a little doubt or 
conjecture has arisen, there will be increased invest- 
ment interest in and preoccupation with the cam- 
paign and the election. The market, as we see it, 
has nothing to gain, since any surprise could only 
be on the unfavorable side. 


The Suez Canal 


Nobody can say what will come of the Suez crisis. 
If the British use force, that means great trouble 
and turmoil in the whole Mid-East, probably at 
least a “little’ war, maybe spreading war. If they 
back down and “take it,” their Mid-East position— 
and ours—will be more precarious than now. The 
chances for peaceful agreement on “international” 
control of the canal seem very slim to us. However, 
the situation might “simmer,” without explosion. 
Britain and Europe need the oil; but, at worst, alter- 
native supplies, in essential, if reduced volume, could 
be arranged. Nasser need the canal tolls. The Arab 
rulers need the oil revenue. They are self-seekers, 
united only in hatred of the West and Israel. Britain 
seems bound to bolster her long-run position by use 
of supertankers on (Please turn to page 692) 
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tn the first part of this article, published in 
THE MAGAZINE of August 4, major emphasis was 
placed on the divergent nature of the economy dur- 
ing the second quarter of this year. Further study 
serves to underscore this situation. 

Thus, a spot check of 100 companies (represent- 
ing more than a score of industries) chosen at ran- 
dom shows that 53 of these corporations had to cope 
with dwindling profit margins, 45 managed to hike 
their margins and the other two showed no change. 
Of these same companies, no less than 85 were able 
to boost their sales. The laggard 15 were representa- 
tive of a broad segment of the economy—manufac- 
turers of automobiles, floor-covering, aircraft prod- 
ucts, textiles, tobacco, aluminum products and a 
finance company. 


Rising Costs Pare Profits 


The widespread erosion of profits may be traced 
to rising costs—labor and material, in particular. 
This theme is prevalent in hundreds of interim re- 
ports that have been coming to hand during the past 
month. 

In instances where output has been curtailed— 
fields producing or closely associated with appli- 
ances, automobiles and textiles—earnings usually 
have receded sharply. In industries where produc- 
tion continues at high levels and the labor factor 
is relatively small there have been marked gains, 


646 


What 
Second 
Quarter 
Earnings 
Reports 
Reveal 


Part Il 


By 
Richard Colston 




















notably labor-saving machinery, materials control 
and petroleum. 

The foregoing represents the composite picture 
of the earnings situation in industry and, therefore, 
is not descriptive of conditions in any individual 
company. To afford a better insight there follows 
a series of commentaries on the earnings experience 
in the second quarter of a number of important 
companies. 


Sales Up, Net Down at RCA 


Radio Corp. of America net profits, during the 
June quarter, fell more than $2 million from the 
year-ago period in spite of a sales rise of 8%. Earn- 
ings totaled $7,310,000, equal to 47 cents a common 
share. This compares with $9,493,000, or 62 cents a 
share, in the similar period of 1955. Sales for the 
latest quarter rose to $251,624,000 from the com- 
parable quarter’s $232,205,000. 

While RCA gave no explanation for the profits 
decline, it has been forced, like other manufacturers 
of appliances, to cope (Please turn to page 685) 
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——Second Quarter 1956———— 





——First Quarter 1956— 


Quarterly Sales, Profit Margins and Earnings of Selected Companies* 


—Second Quarter 1955 














Net Net Net Net Net Net Net Net 
Sales Profit’ Per Sales Profit Per Sales Profit Per 

(Millions) Margin Share (Millions) Margin Share (Millions) Margin Share 
American Radiator & S.S. $ 98.9 3.5% $ .29 $ 96.1 4.6% $ .42 $ 95.7 5.2% $ .37 
American Steel Foundries 32.0 7.4 1.95 39.8 8.0 2.04 23.3 6.0 1.18 
Babcock & Wilcox ... 74.7 4.8 70 64.0 5.6 70 57.2 6.3 73 
Bethlehem Steel Corp. 670.4 7.5 5.05 599.6 7.5 4.51 550.9 8.5 4.74 
Bell Aircraft . sese 53.8 3.0 61 45.2 3.6 62 53.5 2.7 42 
Blumenthal (Sidney) & Co. 46 (d) 1.3 (d) .17 5.3 2.8 41 5.7 (d) 65 (d) 1.04 
Bohn Aluminum & Brass 13.6 2.1 54 15.5 3.7 1.09 15.8 4.1 1.23 
Butler Bros. 25.8 1.3 .33 26.7 1.1 .27 24.6 1.3 .23 
Calumet & Hecla 15.2 3.6 28 18.7 7.1 61 14.5 3.9 24 
Clark Equipment ...... 35.6 5.5 88 39.1 6.6 1.13 30.0 6.6 .88 
Cluett Peabody 23.2 2.4 51 25.4 4.6 1.27 16.8 2.4 .33 
Combustion Engineering 42.1 4.8 63 32.0 5.0 51 35.3 4.5 50 
Commercial Solvents 14.4 4.6 25 13.0 72 35 12.0 6.3 29 
Congoleum-Nairn 13.9 3 .03 15.3 2.6 .32 14.8 3.4 40 
Continental Baking . 70.9 3.0 1.33 65.3 1.9 71 59.2 3.5 1.58 
Cooper-Bessemer Corp. 15.6 7.5 2.18 10.8 4.9 97 9.3 4.7 .80 
Continental Oil . 147.8 8.2 1.20 144.6 9.5 1.41 126.7 9.2 1.03 
Corn Products Refining 74.6 3.9 31 73.1 5.8 48 71.2 5.4 42 
Crown Cork & Seal 32.2 2.6 58 27.5 a (d) .07 29.5 2.5 50 
Detroit Steel 33.5 5.9 62 30.2 7.2 69 26.8 6.0 64 
Ekco Products . 13.7 8.5 .86 15.7 7.9 .90 14.5 7.8 83 
Flagstaff Brewing 23.5 5.7 70 17.5 4.0 37 21.6 6.2 70 
Gair (Robert) Co. 44.0 6.8 92 41.9 5.6 70 39.8 6.0 71 
General Cigar 11.0 5.8 1.18 8.5 4.2 57 9.9 4.7 82 
General Dynamics 240.9 2.7 1.35 173.5 2.5 8.6 183.7 2.6 97 
General Motors 2,804.1 7.9 79 3,604.6 7.8 1.01 3,411.9 10.3 1.26 
General Motors Acceptance 2,415.9 4.4 1.35 2,436.7 4.6 1.40 2,696.3 a7 1.36 
Great Northern Paper 15.4 9.8 1.36 14.9 9.0 1.24 13.1 9.0 1.07 
Greyhound Corp. 59.5 5.2 28 48.4 (d) 5 {d) .03 53.5 $5 27 
Harbison-Walker Ref. . 24.1 10.4 1.65 23.4 10.8 1.68 18.9 8.9 1.11 
Industrial Rayon 11.9 7.4 48 20.0 12.8 1.40 21.4 13.3 1.54 
Island Creek Coal 29.1 6.4 85 27.2 7.8 .98 18.8 5.4 53 
Merck & Co. ...... 43.5 10.7 45 43.6 12.8 .53 38.3 9.1 30 
National Cash Register 82.3 5.1 63 73.3 48 52 73.2 46 53 
National Gypsum 41.9 10.4 1.27 39.5 11.6 1.34 38.2 8.7 1.26 
Ohio Oil 67.7 14.1 72 73.0 16.0 90 60.9 15.1 70 
Owens-Corning Fiberglass 43.3 6.8 47 38.8 7.1 44 41.2 6.5 43 
Pfizer (Chas.) & Co. 43.4 11.5 89 43.8 10.4 88 38.3 11.2 .83 
Phileo Corp. 74.4 ({d) 9 (d) .21 92.5 1.6 38 81.2 1.4 28 
Philip Morris 82.0 4.0 1.04 72.2 3.5 97 72.2 4.2 79 
Pittsburgh Plate Glass 148.9 9.8 1.48 143.7 11.0 1.60 148.8 11.0 1.78 
Republic Aviation 81.4 1.7 .93 81.8 2.6 1.45 174.7 3.2 3.80 
Revere Copper & Brass 66.9 3.0 76 71.7 4.3 1.17 63.4 5.1 1.26 
Rexall Drug 34.6 1.8 19 37.4 2.9 .32 31.9 1.1 10 
Reynolds Tobacco 242.6 6.6 1.53 213.2 6.3 1.28 219.3 6.2 1.30 
Schering Corp. 13.6 17.4 1.35 13.7 16.7 1.30 11.8 12.3 83 
Scovill Mfg. 37.0 4.0 1.00 43.1 42 1.24 35.2 4.4 1.07 
Square D 25.1 10.6 1.64 23.3 11.9 1.44 17.7 8.5 94 
Standard Brands 111.3 2.8 89 117.9 2.6 87 102.1 2.5 72 
Standard Oil (California) 379.3 16.0 .96 361.0 17.0 97 337.5 16.7 93 
Standard Oil (N. J.) . 1,764.0 10.6 95 1,730.0 11.8 1.04 1,545.0 10.8 85 
Stone & Webster 7.0 24.5 81 6.5 21.0 -66 5.9 25.5 72 
Sutherland Paper 17.5 6.8 1.12 16.2 5.7 .87 15.4 77 1.00 
Talon, Inc. 8.9 1.7 VW 9.2 3.3 25 8.6 6.2 46 
Texas Gulf Sulphur 22.9 32.5 75 21.7 33.4 73 24.3 33.5 81 
Thompson Products 74.1 3.7 97 68.9 3.1 75 73.9 4.6 1.22 
Westinghouse Electric 380.7 1.8 38 225.4 (d) 8.2 (d) 1.14 388.3 4.3 98 

(d)—Deficit. *—Figures adjusted for stock splits and stock dividends. 
a 
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By HOWARD NICHOLSON 


A common observation about the stock mar- 
ket boom of the past several years is that it has re- 
mained essentially a “blue-chip” bull market, in 
which smaller, secondary companies have not parti- 
cipated to any important degree. The observation 
is, of course, quite true, as even the most cursory 
inspection of stock tables will demonstrate. 

This disparity in the trend of securities prices, 
as between large and smaller companies, often is 
quoted as evidence that the bull market has not yet 
reached its peak, since the culmination of past bull 
markets has usually witnessed a sharp speculative 
rise in the stocks of these secondary companies. But 
the fact seems to be that bull market or no bull 
market, smaller companies are now in the grip of 
the tightest squeeze play they have ever experienced. 
They are caught between intensifying competition, 
viciously severe taxation, rising labor costs, ex- 
tremely rapid technological change, and a host of 
other serious problems. 


In these circumstances, the failure of their 


securities to benefit fully from the rise in the stock 
market of the past few years can be explained 
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SMALLER COMPANIES 
Their Struggle for Survival 











simply on the grounds of the difficulty they face in 
achieving a fair return on investment. In a market 
in which considerations of income are still impor- 
tant, the smaller company now is a relatively high- 
risk investment. 


New and Tougher Problems 


Not so long ago the problem of “small business” 
was confined to the essentially social problem of 
making sure that a man who wanted to start up for | 
himself would be legally and economically free to 





This analysis of the problems of smaller com- 
panies in today’s business system is not intended 
to apply literally to any one company, or group of 
companies. It is intended to indicate the kinds of 





problems which smaller companies face because 
of their size. Large numbers of well-managed 
smaller companies will doubtless overcome these 
problems, as they have other problems in the past. 
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do so, and that once in business his larger competi- 
tors would tolerate his presence. In their day, those 


> problems were considered very acute, and whole 








, 





volumes of anti-trust legislation and court decisions 
testify to how vigorously the nation went about pro- 
tecting the inventive, resourceful, independent busi- 
nessman who would work only for himself. 

Those problems have been largely solved, and 
with a surprising degree of satisfaction on all sides. 
But in their place has arisen a host of new prob- 
lems—tougher problems, that can not all be solved 
by a wave of the legislative hand. They are largely, 
although not entirely, economic problems rather 
than legal problems. In the main, they grow out of 
the increasingly complex character of modern busi- 
ness; the incredible place of modern research; the 


/§ insatiable demands for capital; the insistent pres- 











Mergers Stemming From Adverse 
Trends Among Smaller Companies 


Muilins Manufacturing, maker of kitchen appli- 
ances, merged into American Radiator & Standard 
Sanitary. 


Devoe & Raynolds, old-line paint producer, taken 
over by the “polyglot” Merritt-Chapman & Scott 
Corp. 


Gleaner Harvester merged into Allis Chalmers. 


Continental Diamond Fibre merged into Budd Co., 
maker of auto parts and railway trains. 


Colonial Airlines merged into Eastern Air Lines. 


Park & Tilford, an old-line distiller, merged into 
Schenley. 


Life-Savers combined with Beech Nut. 


Gaylord Container absorbed by Crown 
Zellerbach. 


Standard Brands acquired corn-processing and other 
facilities of Clinton Foods. 


Minute Maid took over Snow Crop division of 
Clinton Foods. 


Byron Jackson, producer of oilfield equipment, passes 
into Borg-Warner organization. 


Burdine’s of Florida, one of the leading retail con- 
cerns of the South, merged into Federated Depart- 
ment Stores. 


Beatrice Foods acquired C. A. Swanson creamery 
business. 


Campbell Soup acquired frozen-food business of 
C. A. Swanson. 


West End Chemical passed to Stauffer Chemical. 


Gold Seal Asphalt Roofing acquired by Certain- 
teed Products. 


Sears, Roebuck took over United Wallpaper. 
Cerro de Pasco acquired Circle Wire & Cable. 
Houston Oil taken over by Atlantic Refining. 


United Dye & Chemical obtained control of Bon 
Ami. 











Lion Oil acquired by Monsanto Chemical. 
Hupp Corp. took over Gibson Refrigerator. 
Ekco Products Co. bought out Ruby Lighting Co. 








#UGUST 18, 1956 





sure of higher wages; the dramatic expansion of 
American markets from local to national in scope. 
As a result of all of these trends, the smaller com- 
pany has found itself in a war of survival against 
larger, better equipped, and often more diversified 
corporate entities. 


What is Small Business? 


In talking about small business, it would seem 
advisable at the outset to define “‘small.” This is 
not an easy as it seems. In fact, the Defense Depart- 
ment, the Commerce Department, and even the 
Small Business Administration have never hit on a 
definition that mutually satisfies them. For a long 
time, Commerce Department used 100 employes as 
the break between “small business” and larger 
firms; the Bureau of Labor Statistics was using 43 
employes at the same time. More recently, the limit 
of 500 employes and/or $5,000,000 total assets, has 
been used. Currently, the firms which would cer- 
tainly have not been considered “small” 10 years 
ago seem small now: their relative size has shrunk. 
And to compound the problem further, companies 
of relatively large size are, in certain industries 
(such as the automobile industry), suffering the 
same problems which are characteristic of small size. 


A Glance at the Record 


While the criterion of size is itself a tricky prob- 
lem, one thing at least is clear: In the violently 
competitive atmosphere of the 1950’s, larger com- 
panies are doing much better than smaller compa- 
nies. Here is a brief look at the record. 

Since 1951, the total assets of companies of under 
$1 million in assets has shown no growth at all; 
the very small companies, with assets under 
$250,000, have declined in terms of total asset value. 
Corporations with assets between $250,000 and $1 
million have just held their own with respect to 
total assets and net worth. Surprisingly, even com- 
panies with assets ranging from $1 million to $5 
million have shown no improvement in assets, as a 
group. Still more surprisingly, companies with 
assets ranging from $5 million to $100 million 
today have total assets amounting to just what 
they had in 1951. In sharp contrast, the combined 
assets of all corporation in the $100 million-or-over 
classification now amount to almost $110 billion, 
compared with only $75 billion in 1951. 

These figures must be treated with caution, of 
course. They are subject to a basic distortion: 
Namely, the more successful, better-managed com- 
panies grow out of one asset-classification into the 
next. The figures definitely do not indicate that indi- 
vidual companies in the $5 million category, for 
example, have not increased their assets at all. 
Nevertheless, the figures raise a caution sign. In 
1951, about 50% of all assets of manufacturing 
corporations were in companies with $100 million 
in assets or more. Today the proportion is much 
nearer 60%. 


Earnings Ratio Cited 
This relative shift of growth up the size-scale of 
corporations is closely related to the fact that 
profitability of large corporations is now decisively 
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greater than that of smaller corporations. Here the 
contrast is dramatic, and almost ominous. In 1955, 
earnings of corporations with assets of over $100 
million were 50% greater than in 1951; earnings 
of corporations with assets of $5 million or less 
were roughly 20% below their earnings in 1951. 
Even in the $5 million to $100 million class—middle- 
sized companies by most standards, many of them 
widely held by the public—earnings in the boom 
year 1955 were about 15% less than in 1951! In 
fact, the experience of 1955 is enough to raise 
strong notes of caution about the outlook for small 
and medium-size companies. In that year, really 
small companies, with assets under $1 million, 
earned about.8% on their stockholders’ equity ; cor- 
porations with assets between $1 million and $10 
million earned about 9% ; from $10 to $100 million, 
about 11%; and the giants, with assets over $100 
million, about 15%. 

In addition to a lower profits inflow, smaller cor- 
porations seem to have a proportionately smaller 
cash inflow from depreciation and depreciation 
charges. In manufacturing, these charges average 
3.5% of sales in very large corporations, only about 
2% of sales in smaller corporations. And to com- 
pound the pressure further, larger companies are 
generally able to maintain greater liquidity than 
smaller companies; in the giants, the ratio of cash 
and government securities to all current liabilities 
has recently ranged between .75 to .80. For 
smaller companies, it has averaged from .40 (for 
very small companies) to about .60 (middle-size 
companies). 


The Divergent Sales Trend 


As a closing note for the record book on size, it 
should be added that the net sales of large corpo- 
rations are now about 45% higher than in 1951. 
Sales of corporations with assets under $5 million 
are now lower than in 1951; and sales of corpora- 
tion with assets between $5 million and $100 million 
are only about equal to their sales in 1951. 

Admitting all of the difficulties that reside in 
these size-group figures, two conclusions neverthe- 
less seem justifiable. First, in the explosive expan- 
sion of the American economy in the post-war 
decade, most of the growth has been achieved by 
very large corporations —the blue chips. Secondly, 
the small and middle-size corporations in general— 
for the moment ignoring differences in industry and 
in managerial skill — are in real trouble. The figures 
carry the strong inference that smaller companies 
are in a race for survival, and at present they are 
losing the race. 


The Plight of 
Smaller 
Companies 


The difficulties 
which smaller 
companies. are 
encountering can 
be divided into 
two broad cate- 
gories: Difficulty 
in getting capital 
for growth and 
difficulty in using 








their capital 
profitably. 

In so far as in- 
creasing its capi- 
tal investment is 
concerned, the 
smaller company 
is now wallowing 
in a morass of 
problems. In the 
first place, the 
impact of tax 
laws throughout 
the last decade 
has hampered the smaller company in the vitally 
important function of accumulating funds 
growth through reinvestment. During most of the 
past decade, the corporate normal and surtax, com- 
bined, has taken half of all pre-tax income in excess 
of $25,000. The tax has, of course, fallen propor- 
tionately on little and big companies alike, but its 
impact has been vastly more severe on the smaller 
company, which is notoriously cash-hungry. By all 
the evidence, it is a legitimate complaint of smaller 
companies that the basic corporate tax rate has 
played competitive havoc with their power to grow 
and compete with larger enterprises. 

But the tax situation has been even worse than 
the figures on the basic corporate rate would sug- 
gest. Throughout World War II, and again through 
most of the Korean war, earnings of corporations 
were subject to an excess of profits tax which took 
(together with the normal and surtax) as much as 
75% or 80% of total pre-tax earnings. Smaller cor- 
porations were stripped of their growth potentiali- 
ties at the very time when they might have accumu- 
lated a war chest of cash against the battles that 
lay ahead. And to make matters still worse, the so- 
called “base periods” by which excess profits tax 
liabilities were computed were almost punitive in 
the severity of their impact on small business. In 
both instances, the exemptions from EPT were 
based on experience in years when small business 
experienced relatively low sales and earnings. (For 







for 


























example, the “base period” of the Korean EPT | 


included 1949, a year when smaller companies suf- 
fered a recession much sharper than that experi- 
enced by larger companies.) And to top off the tax 
difficulties, through much of the last decade the 
undistributed profits tax stood as a threat to the 
small company seeking to retain a large volume of 
liquid assets against future investment needs. 


Problem in Raising Capital 


If getting capital through profits retention has 
been hard for the smaller company, getting it 
through new securities—either equity or debt—has 
been even harder. Throughout the post-war years, 
equities of smaller companies have, in the main, 
sold at substantially below book value, and in any 
event recourse to equity capital has been accompa- 
nied by very high underwriting costs. Interest 
charges on long-term borrowings by these compa- 
nies also have been extremely high—conspicuously 
higher than for larger companies. It is true that 
the whole range of interest rates has (at least 
until recently) been relatively low; what has handi- 
capped smaller (Please turn to page 688) 
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By W. A. LUKENS 


A.., Mt. Palomar in Southern California 
astronomers, through the huge Hale telescope, ex- 
plore the solar system and the stellar universe in 
quest of additional scientific knowledge. The stars 
and diffuse nebulae are physical laboratories where 
the astronomer can observe experiments on matter 
under the most extreme conditions of temperature 
and density, his findings filling the gaps in knowl- 
edge which the research physicist is unable to bridge 
in a terrestrial laboratory. 

Helium, for instance, was first discovered on the 
sun. The findings of the astronomer provided 
strong support for Einstein’s theories of relativity 
and also advanced the work of the physicist in the 
field of atomic energy. Through astronomy it has 
been determined that in the sun and stars is the 
secret of releasing from matter vast quantities of 
energy in comparison with which all our commercial 
sources of energy are infinitely small. 

There is still much to be learned regarding this 
secret, but the scientific researcher already has de- 
veloped ways and means of utilizing solar energy, 
experimental of course, but nevertheless indicating 
that practical uses of solar energy may not be more 
than a few years away. 


No Barrier or Limitation 


Meanwhile, the astronomer, working in the field 
of pure science, continues to explore the vast reaches 
of the stellar heavens, studying and photographing 
outer-space objects some of which are billions of 
miles distant from the earth. For the non-scientist, 
such distance is beyond comprehension. But no more 
so than for the average layman to comprehend the 
vast areas in which other scientists search for physi- 
cal law or principles with applications in chemicals, 
physics, metallurgy, electronics, atomic energy and 
other fundamental sciences. 

In the realm of the creative mind there is neither 
barrier nor limitation. The horizons there are as 
boundless as those of the stellar universe. This, for 
the simple reason that Intelligence knows no bound- 
aries. The creative mind, therefore, sees in research 
in basic sciences endless opportunities for utilizing 
raw materials as yet untouched, the development of 
new and improved processes and products, and mak- 
ing available to more people more things for better 
living, and in doing so providing employment for 
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millions more workers. 

These are accomplishments which serve as the 
true measure of progress for a company or a nation. 
In the achievement of such progress lies the answer 
to why the United States is credited with the great- 
est economic growth of all the world’s highly indus- 
trialized countries. Research has not only created 
new and improved materials and products in estab- 
lished fields, but has brought into existence new 
industries such as plastics, petrochemicals, electron- 
ics and synthetic fibers. Progress in research is re- 
flected in the growth of thousands of American com- 
panies in sales, net worth and earnings, as well as 
greatly improved employment opportunities for mil- 
lions of additional workers. 

It is impossible to cite any authoritative figure 
as to how much money this country’s private indus- 
tries spend annually on research and design engin- 
eering for new and improved processes and new and 
improved products. Many companies do not disclose 
such information, but if they did, such data would 
not be comparable because practices in determining 
research expenditures vary in different industries. 
It is estimated, however, that since World War II 
the total sum would be somewhere around $11 bil- 
lion. The end is not yet, as more companies, recog- 
nizing that the application of science to industry is 
the key to continued growth, are increasing research 
expenditures. Neither have all the fruits of research 
in recent years yet been garnered. Still under study 
are any number of projects with new ones being 
started almost every day. From all these will come 
tomorrow’s important products, unavailable today in 


commercial quantities, which will be vital in military. 


and civilian-product manufacture. 

A few years ago “electronics” was a word scarcely 
heard outside research and engineering circles. Now, 
in contrast, it is commonplace through the develop- 
ment of radar, guided-missile systems, television, 
microwave and other communications equipment, 
digital data-handling devices, automation and other 
equipment, all born of electronics, for the military, 
industry and civilians. Right now, more than 1.5 
million workers are directly employed and over 3 
million indirectly employed in companies serving 
the electronics industry which in 1955 did a busi- 
ness of more than $11 billion. 

This is remarkable growth considering the elec- 
tron was quite new in industry 10 years ago. In the 
light of the record, it is not difficult to concur with 
those in the industry who contend electronics within 
the next 10 years will employ, directly and indirect- 
ly, more than 6 million workers and do a business 
well over $18 billion annually. 


The Age of Electronics 


This prediction may prove conservative. What has 
been achieved through electronics research in the 
past decade may turn out to be but a prologue. 
While there has been an almost steady flow of elec- 
tronic products from the laboratory into commercial 
reality in the postwar years, each new development 
seems to sire another having still broader applica- 
tions in defense, industry and business, and in scien- 
tific and medical fields. Radar and the electronic 
computer have been the most publicized of the many 
products. Not so much has been written about a 
variety of other electronic devices which enable 
industrial plants to produce new products and to 
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Allied Chemical & Dye 


Allegheny Ludlum Steel 


Borg-Warner 


Continental Can 


Dow Chemical 


General Electric 


Internat'l. Tel. & Tel. 


National Cash Register 


Radio Corp. of America 


Sylvania Electric Products 


Union Carbide & Carbon 











A Partial List of Companies With 
Broad Research Programs 








Research expenditures in 1955 were 
in excess of $16 million. In addi- 
tion to extensive research in the 
fields of plastics, fibers and elas- 
tomers, continuing attention is 
given to basic research to improve 
the economies of chemical proc- 
esses. 


Reference is made to this company 
in accompanying article. 


Engineering, research and product 
development has always been con- 
sidered vital to growth. Through 
the Borg-Warner Research Center 
and other facilities its principal 
objectives are product improve- 
ment, new product development 
and product diversification in 
growth fields of chemicals, elec- 
tronics and nucleonics. 


The importance Continental at- 
taches to research can be gauged 
by expenditures for this purpose 
and engineering of $36.7 million 
in the past five years. Currently, 

phasis is placed on design and 
development of new packages and 
the possible use of new materials 
b ing available in the market. 
Jointly with other companies plans 
to establish a research nuclear re- 
actor to increase studies in the 

ibl lication of atomic en- 











ergy to its products. 


Expanded research through addi- 
tional agricultural facilities; a new 
latex laboratory, an addition to 
high pressure laboratory and a 
new biochemical research labora- 
tory. Is planning a new nuclear 
energy laboratory. 


To accelerate its progress as an 
originator of new products and 
new businesses, GE spent more 
than three times as much, per dol- 
lar of sales, on research and de- 
velopment in 1955 as the average 
for all manufacturing companies. 
See text for additional « t 





Through extensive research facili- 
ties is rapidly becoming an_ in- 
creasingly important manufacturer 
of electronic devices and equip- 
ment. Additional reference is made 
to this company in the accom- 
panying article. 


More than 50% of 1955 sales vol- 
ume was the result of sales of 
products placed on the market 
within the past 5 years. Expendi- 
tures last year on research and 
product development were $7.7 
million, followed by an expanding 
1956 program to take fuli advan- 
tage of scientific and technological 
advances. 


See reference in 
article. 


accompanying 


..Employs nearly 2,000 scientists and 


engineers in 16 laboratories work- 
ing on research and product de- 
velopment. 


.. Reference to this company is made 


in the article. 
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raise efficiency, safety and economy in manufactur- 
ing operations to higher levels than were obtainable 
in the past. 

All this repreesnts but part of the almost incred- 
ible achievements of the electronics industry. 
Through its accomplishments in the past 10 years it 
has revolutioned the art of warfare and wrought 
many changes for the better in working conditions 
and the way of life for this generation, and those 
to come. As there appear to be no horizons for the 
scientists atop Mt. Palomar, so there appear to be 
no boundaries to the scientists and research engin- 
ees engaged in improving existing electronic systems 
and creating new ideas from which new products 
and services may develop. 


The Promise of Things to Come 


The scope of these research activities go beyond 
the imagination of even those scientists engaged in 
the work. Starting in 1919 with investigations in 
the field of radio, Radio Corp. of America research 
has evolved a major program of exploration over a 
broad area of electronics and inter-related sciences, 
including physics, acoustics, optics, chemistry and 
nucleonics. At Sylvania Electric Products, Inc. 16 
laboratories nearly 2,000 scientists and engineers 
are working in the fields of lighting, electronics and 
atomic energy. Although Sylvania does not discount 
continued expansion of its lighting and other prod- 
ucts, it sees the greatest potential in the application 
ot electronics to commerce and industry. 

This view of the future of the electron reflects 
that of other companies with broad research pro- 
grams in that field. International Telephone & Tele- 
graph Corp. continues to intensify electronic re- 
search at its four principal central laboratories here 
and overseas, and in its laboratory divisions of its 
principal factories. Through research IT&T has al- 
ready recorded outstanding achievements in elec- 
tronics, particularly in equipment for aerial naviga- 
tion, guided-missiles controls and communications 
equipment. 

If it seems that electronics research has been 
dwelt on overly-long in this article, it is because 
progress in this field is regarded as the world’s most 
promising technological revolution. Research prog- 
ress in other fields, however, comes close to match- 
ing it, even though it does not stir as much excite- 
ment in the minds of laymen as such electronic 
marvels as the computer, or the promise of such 
things to come as electronic room-cooling and heat- 
ing panels and home tape-recorders with which re- 
corded programs can be made for playback on home 
TV sets. 

The creative mind, busy with research in other 
fields, however, is making discoveries equally ex- 
citing and likewise of immeasurable importance in 
this age of jet planes designed to travel faster than 
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sound, nuclear reactors, 
guided missiles and other 
high-temperature equip- 
ment. 


New and Stronger 
Metals Through Research 





Progress in these latter 
fields has been made possible by the work of the 
research metallurgist. His contribution to the over- 
all progress has been vitally-needed better metals 
and alloys through development of vacuum-melting 
techniques. Under these methods, metals and alloys 
can be produced free of impurities or inclusions 
that by conventional methods could not be avoided. 
Because of closer composition control and the ability 
to exclude or control gases, metals and ailoys vac- 
uum-melted are more uniform and their superior 
cleanliness reflects substantially improved stress 
and rupture properties. 

Through vacuum-melting, Westinghouse Electric 
Corp. scientists, less than two months ago, were able 
to bring forth a new super-alloy metal. This, they 
have called “Nivco,” one application of which is for 
high-temperature steam turbine blades because of 
(1) its ability to resist corrosion, (2) its high 
strength at temperatures up to 1200 degrees Fahren- 
heit and (3) its ability to resist mechanical vibra- 
tion. These are qualities built into ““Nivco” by West- 
inghouse scientists after years of research through 
which they discovered the secret of controlling the 
magnetic arrangement of the atoms comprising the 
alloy. This new technique eliminates the time-con- 
suming “cut-and-try” metallurgical methods usually 
employed and promises to speed the discovery of 
other new alloys. 

With the vacuum-melting process, General Elec- 
tric Co. has succeeded in greatly improving the 
M-252, a high-temperature alloy that has been pro- 
duced for several years by conventional melting. 
The metal, a nickel-base alloy strengthened with 
moderate amounts of titanium and aluminum, was 
developed for use in jet-engine buckets. It now is 
being utilized in other parts of jet engines as well 
as in other unrelated high-temperature applications. 
As with other vacuum-melted alloys scrap, because 
of its cleanliness and with hardening elements undi- 
luted by oxidation, this metal can be remelted with- 
out appreciable loss of properties. 


New Metallurgical Vistas 


A number of companies are carrying on develop- 
ment programs in vacuum-melting while others have 
already started to produce alloys by this process in 
commercial (but as yet limited) quantities. Fore- 
most in the latter group are Allegheny Ludlum Steel 
Corp., and Crucible Steel Co., the latter in conjunc- 
tion with the National Research Corp., as joint 
owners of the Vacuum Metals Corp., which in its 
integrated Syracuse operation is producing a wide 
variety of alloys, including high-temperature alloys, 
stainless and tool steels, alloy and plain carbon 
steels, and non-ferrous electronic materials. Alleg- 
heny Ludlum, after lengthy research began last 
October producing alloys by the consumable elec- 
trode vacuum-melting method. Since then it has 
mapped plans to double productive capacity while 
continuing to pursue a (Please turn to page 690) 
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Inside 
Washington 





CONFLICTING reports of what this country intends 
to do with respect to military manpower reduction 
is creating concern overseas. The official position, 
spoken by the White House, is that nothing imme- 
diate is planned. But the Pentagon and the State 
Department keep dropping hints that the marching 
army is done for and push-button warfare is at 
hand. The confusion comes at a bad time for Ger- 
many’s Chancellor Adenauer. He has been given a 
reluctant go-ahead by his Government on a plan to 
raise 12 German divisions. His Parliament proceeded 
on the theory it was a contribution to growing 
NATO defense forces. The current troubles in the 





WASHINGTON SEES: 


The issue of public vs. private ownership in the 
area of electric power generation and distribu- 
tion weaved its way through many of the major 
deliberations of the session just concluded but it 
is impossible to document that the underlying 
principle of private enterprise was either served 
or downed. 

The Joint Atomic Committee placed a bill be- 
fore both Houses providing atomic indemnity in- 
surance and neither bothered to take it off the 
calendar. The House killed plans for atomic power 
plants, both ways—public and private. The Potter- 
Pastore Bill to give private companies in the 
atomic-energy field some leeway under the Hold- 
ing Company Act died in the files. 

The Fryingpan-Arkansas Project in Colorado 
got by the Senate and then went down to defeat 
in the House. On the other hand the Upper Colo- 
rado Project became law. 

Hell’s Canyon made its annual appearance, met 
its annual defeat by inaction; the huge Niagara 
Redevelopment Project was a committee casualty. 
New financing for TVA was asked and not 
granted—a win for private enterprise, which is 
more apparent on the record than far-reaching. 











By “VERITAS” 


Middle East have reinforced the belief of big-army | 


advocates, here and abroad, in ground forces to cope 
with “small wars.” 


NUCLEAR WEAPONS wil! lead to manpower reduc- 
tion. That’s what Admiral Radford has said and any 
other forecast would be unrealistic. But no explan- 
atory detail that came afterward seems to have 


reassured our allies. It is certain now that Germany | 


won’t come up to a 12 division-strength, this in spite 
of the fact that Adenauer has been told only service 
units, not combat troops, will be decreased in num- 
ber. And Britain, speaking through its Labor Party 
Chief Gaitskell has taken a dim view of it all. Gait- 


skell told Parliament the structure of NATO cannot | 


remain sound if each member is to determine his 
role unilaterally, without consultation. 


INDUSTRY has an interest in the developments. It 
must begin planning now if nuclear weapons are to 
displace marching men, Men in uniform require a 
constant flow of materiel which American plants 
must produce. It’s quite different from the materiel 
needed for nuclear defense, guided missiles and the 
like. Industry might be able to convert under war 
pressure and with money no consideration, but ade- 
quate notice is needed if there is to be orderly transi- 
tion. That is why business has a big stake not only 
in what the generals decide, but also in how soon 
they decide. 


RATES charged by airlines and buses are about to be 
studied by ICC in connection with its investigation 
of passenger-service losses by the railroads. Pre- 
hearing conferences will begin here September 5 
The inquiry seeks to learn why the railroads lost an 
estimated $636 million in 1955 in the midst of a 
national economic boom. The effect of increased 


travel by automobile and its impact on commuter 
train service will be probed. There is a belief in some 
quarters that the railroads have about given up on 
~ first-class travel. 
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- Through wise political management or by unman- 





ageable turn of events, the Democrats have built themselves 





a campaign issue which could be helpful on the Congressional 











p» This, he said, would block the great work of 


district level: They have proved Ike was wrong in October, 
1954, when he told by-election audiences a Democratic 
Congress would start a "cold war of partisan politics 
between the Congress and the Executive branch." 








the Republican administration. But the Democrat-controlled 





Senate and House has just turned in a record by granting 
Mr. Eisenhower's requests to the tune of 75%. The President 
did better in the second half of his term, under Democratic 
control of Congress, than he did in the first two years, 
when the Republicans ruled the Capitol Hill roost. 








p If, as the Democrats hope, the story of the 
Congressional session can be carried into the Senate and 











House elections, they will control the 
legislative branch again. They are pictured 
by National Committee Headquarters as 
believing anything like the 6% loss Stassen 
says Nixon will occasion, spells victory. 





» GOP statisticians don't accept 
tassen's mathematics but they agree if 
e's right, the election is lost. There 

wasn't that kind of margin in Eisenhower's 
win four years ago and it is doubtful if 

1e has come through a term marked by intra- 
party fights and two major illnesses, the 
vote-getter he was in 1952. He can't stand 
ioss of a large fraction of 6%. 




















» Stassen may have done his party 
a service. The Nixon issue smouldering 
beneath the surface might have done more 
harm than bringing it out into the clean 
demand for replacement of the youthful 
Vice-President, here was the opportunity 
to rally the forces of attack under respect- 
able auspices. Stassen is a first-string 
member of the team and has been almost 
from the start. 











» Irue, his stock as a party-man 
plummeted, but the same would happen to 
any other GOP chieftain who might see fit 
to open the fight and his standing in the 
party must be rated on the basis of his 
status when he isued the call to arms. 

The fire lighted by Stassen simmered out, 
the revolt against Nixon failed to reach 
the proportions of political fatality, and 
many think it strengthened Republican 
determination. 
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. Unless the political seers have 
an unusually clear crystal ball, they may 
miss on the "farm revolt." Foes of the 
Administration have been talking out of 
both sides of their mouths: They are damn- 
ing the farm bill on the one hand, claiming 
credit for its origin and enactment on 
the other. Unless the Farm Belt is holding 
back its Sunday punch for Election Day, 
the "revolt" isn't the kind that shows up 
at the polling places. Nobody has been 
punished, or especially rewarded, in any 
of the primaries. Every indication is that 
agriculture is in for one of its best cash 
months in the 30 days before election. 




















» The President is able to point 
to a farm bill of his own dictate. He vetoed 
the first measure and forced revision 
along the lines he wanted. And when it begins 
pouring soil-bank money into the farmers' 
bank accounts, the source can hardly be 
forgotten. Taxes weren't cut, but foreign 
aid was. That combination will reflect 
votes, especially since there was a balanced 
budget and a payment on the debt, plus a 
promise of individual income tax cuts 
next year. And when the voters go to the 
polls in November, "next year" will be 
less than 60 days away. 




















» Most difficult to explain of 
the items of inaction will be failure to 
make a start on Federal aid to schools. 
This is an issue that won't get far in 
national debate: Eisenhower, the Repub- 
lican, didn't affirmatively bring aid 
about, yet it was Powell, the Democrat, 
who killed it with his anti-segregation 
amendment. And in killing that bill he may 
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also have killed civil-rights legislation, 
although frankness requires entering that 
as a lost cause from the start. And it isn't 
likely to go through next year: It is FEPC 
in another form and not palatable to the 
Southerners. 








Public indignation over what a 
grand jury held to be an attempt to bribe 
Senator Case on the natural gas bill sparked 
a holy crusade for clean politics and, 
as expected, nothing came of it. Constitu- 
ents will be asking why. Candidates won't 
be able to tell them that it is almost 
impossible to run a campaign today without 
violating a score of existing laws, let 
alone win re-election under a stiffer code 
of performance. They'll be talking around 
that one until after November and probably 
will forget it next year. It's happened 
before, many times. 
































» Above and beyond the immediate 
benefits gained by the strikers, the steel 
settlement represented to Washington a 
welcome gain in the fact of a three-year 
contract. In a month of abstention, the 
steelworkers had Succeeded in creating 
uncertainties, but there may be reward 
in the promised period of no strikes. Steel 
costs are going up and consumers will pay 
the bill. But the additional dollars they 
put into buying the product will be spent 
by 650,000 payrollers, many of them spending 
it very promptly. 

















» The new spending money on the 
market will be encouragement for other 
organized workers to enter their demands. 
These demands will be met in whole or in 
part; the new round has started! During 
the strikes of the last 11 years 55 million 
tons of production were lost and 50 million 


man-days of work went for naught. 























» Defense on a hemispheric basis 
makes Canada's preparations of more than 
usual interest to the United States. The 
open border between this country and the 
Dominion, never militarized, has created 
a picture within each of the nations of a 
neighbor not vitally affected by arms 
races elsewhere. But the Pentagon has been 
watching with interest the switch in 
Canada. Parliament has under consideration 
a $1.7 billion defense estimate which would 
account for about 40% of the total budget. 
Also in the talk stage is universal military 
training, or a selective service act. 


























650 


Shakeup in the top civilian command of 
military operations is in prospect. 


p» Like other countries, Canada is 
placing its emphasis on the air force. 
Planned is a 12-squadron force, one-half 
of which would be stationed at home and 
one-half in NATO service. Canada's planning 
takes into consideration the likelihood 
that a striking force headed for the United 
States would pass through her areas. 
Strong Parliament forces dispute the need 
for any but the smallest army and navy. 
They count on nuclear war, or none. Military 
economists say a planned $50 million for 
research is topheavy when its application 
is intended for only 24 squadrons. 




















» Ihe Securities and Exchange 
Commission has inaugurated a daily "News 
Digest," designed to give prompt notice 
to the public of detailed facts on corporate 
actions involving securities operations. 
Said SEC: "The major premise of the 
securities laws administered by this com- 
mission is that, given the facts, the 
investing public will make its own appraisal 
of the merits of securities offered for 
public sale or traded in our securities 
markets, and will reach informed judgment 
or evaluation as to their merits and 
reasonableness of the quoted or asked 
prices therefor." 

















» Nestled in one corner of the 
announcement is the comment: "This law 
(Securities Act of 1933) also requires the 
disclosure of pertinent facts when 
proxies are solicited from the holders 
of listed securities, as well as the 
reporting by ‘insiders' of their holdings 
of and transactions in listed equity 
securities." The more liberalized report- 
ing system springs mainly from the first 
part of that sentence. SEC got itself into 
a hassle with the press and Congress late 
last year when it announced new proxy 
solicitation rules. Under the interpreta- 
tion made by objectors, a newspaper might 
be liable for violation of the securities 
act by reason of material printed ina 
paid advertisement or comment made 
editorially. The commission replied such 
was not the intent or was it, infact, within 
reasonable interpretation. Newspapers 
and Congressmen answered: "Then say so!" 
SEC did. The "New Digest" is an extension 
of the "broadest possibly publicity" 
principle. 
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Britam and France At Crossroads In Suez 


By JOHN H. LIND 


Last month this column started with the 
observation: “Among the world’s current hotspots 
the Middle East can well claim the first place.” 

Events since then have made this almost an 
understatement. Our decision not to finance the 
Aswan High Dam project and Egypt’s retaliatory 
expropriation of the Suez Canal have created prob- 
ably the tensest international situation since the 
Korean War. It is, of course, still too early to 
attempt a full analysis of the situation. However, 
several conclusions can already be drawn. 

First, whatever else happens, the Suez Canal 
Company will not regain possession of the Canal; 
second, if Egypt is permitted to retain exclusive 
control over the Canal it will have a profoundly 
adverse on all other private foreign enterprises in 
the Middle East, particularly oil; third, America is 
as much involved in the Suez Canal affair as are 
Britain and France and could not permit these two 
countries to suffer defeat at the hands of President 
Nasser of Egypt. 

Regarding the first point, it is a great pity that 
a company which for 90 years has symbolized the 
finest in corporate management and .responsibility 
towards world shipping should suddenly be put out 
of existence by the police action of the country for 
whose economic development it has done more than 
any other factor. The Suez Canal, built with 
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Western European capital and by Western Euro- 
pean. brains, has given Egypt its biggest industrial 
enterprise, is one of its major foreign-exchange 
earners and has made it one of the world’s most 
strategically-placed countries. The chart on page 
652 shows the increase in canal transit since the 
pre-war period and within the post-war period. It 
is to the historic credit of the Suez Canal Company 
that it managed to increase the lanes sufficiently to 
absorb this growing traffic. In fact, the company at 
the time of seizure was engaged in a $50 million 
expansion program, to be completed by 1960. Of 
course, the life of the company would, under any 
circumstance, have expired in 1968 and the canal 
would have become Egyptian property, but it had 
planned to devote its last 12 years to a gradual 
transfer of responsibilties and skill to the Egyptian 
government. This plan has now come to naught and 
there is no doubt that world shipping, and probably 
also the Egyptian economy, will suffer from the con- 
sequences of this “sneak” nationalization. 


Egypt Had Important Role 
Egypt can not charge that it was excluded from 
the management of the canal, since five of the com- 
pany’s 32 directors were Egyptians. Furthermore, 
a growing number of pilots and managerial per- 
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sonnel are now Egyptians. 
In fact, only two months 
before expropriation an 
agreement was signed be- 
tween the company and 
the Egyptian government 
under which 32 Egyptian 
and 26 foreign pilots were 
to be engaged within the 
next 12 months. These 
pilots are of extreme im- 
portance to the running 
of the canal. They guide 
each ship through the 
104-mile length and must 
be familiar with nautical 
terms in 13 different lan- 
guages, in addition to pos- 
sessing a full knowledge 
of nautical skills. At 
present there are 200 
such pilots of which 31 
are Egyptians and the 
rest Europeans (except 
for two Americans). At 
present Nasser is keep- 
ing all foreign employes 
at their posts under threat 
of imprisonment but, ob- 
viously, he can not con- 
tinue this sort of slave 


to 


MOVEMENT OF MERCHANDISE 


OlL AND OTHER MERCHANDISE 
MILLIONS OF TONS 





Z4 Other Merchandise 











Zz: 


> 


2ZAZZAAAZZA, 


A 





ZZ 


AZ 





SSS SS 


SS 





SS 
“WC ws SS 
SSW SS 





¥ 





labor for any length of§ 
time. Under the com- 
pany’s transfer plan such? 
a situation would never# 
have arisen, since a large? 
number of new Egyptian? 
pilots were to have been™ 
trained between now and 
1968. f 





Canal In Need of 
Development 


Even more importa 1 
than the pilots is the 
maintenance and improv>- | 
ment program. Two-f 
thirds of all shipmen:s § 
through the Canal now) 
consist of oil tankers ar dg 
with Europe’s oil need in- § 
creasing at a rising rate, | 
the canal must be continu. | 
ously expanded if it is to 
fullfill its function as the 
direct shipping lane be- Ff 
tween the Middle East 
and Europe. Furthermor:, 
the Canal is continuous!y 
in danger of becoming 
(Continued on page 681 
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EARNINGS 


Prospects and Ratings for: 


The somewhat mixed showing made by business 
ir. the first half of this year seems likely to be dupli- 
cated in the second half. That is to say not every 
industry will perform from here on out as in the 
first six months, but rather that there will be no 
uniform action within the economy. 

Figures, such as the Commerce Department re- 
leases, showing personal income running at a record 
annual rate of $317 billion are highly encouraging, 
but the fact remains that there is something less than 
universal sharing of the general prosperity. Thus, to 
an automobile worker, who has been laid off because 
of a 25% cutback in passenger-car output, these 
times are something less than 
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investor owns shares in a company which has failed 
to keep in step with the parade. 

Indeed, the investor, in estimating dividend pros- 
pects, would do well not to raise his expectations in- 
discriminately merely because the general dividend 
trend is upward. He would do well to limit himself 
to an exploration of dividend possibilities among 
those companies with a steadily widening margin of 
earnings over dividends and which have not yet 
taken action to raise their dividends. It also is wise, 
from the investment standpoint, to recognize that a 
minority still is in uncertain position, which can lead 
to unfavorable action. 

In the fourth instalment of this 








prosperous. And to a textile man- 


series, appearing in this issue, 


ufacturer, whose business vol- 
ume hovers around an all-time 
high while net profits slide amid 
punishing competition, the boom 
is somewhat remote. There are 
other examples, many of which 
will be cited in a series of issues. 

Much the same holds true, of 
course, for the investment fra- 
ternity. An investor may find it 
highly interesting to learn that 
cash dividend payments by cor- 
porations rose during the first 
six months of this year, an in- 
crease of 17% from the corre- 
sponding period of 1955, which 
was a banner year. Still, it is 
small source of comfort if the 
AUGUST 
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Industries Featured in 
Mid-Year Forecast 


— in six consecutive issues of 
The Magazine: 

Railroads — Merchandising — Tex- 
tiles — Food & Dairy — Sugar — 
Beverages — Tobacco — Rail, Elect., 
Farm, Office Equipments — Building 
— Machinery — Specialties — Steel 
— Auto & Tires — Accessories — Air- 
craft — Airlines — Bus & Truck — 
Shipping — Metals — Petroleum — 
Chemicals & Drugs — Paper. 
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we assay the construction indus- 
try, the machinery manufactur- 
ers and companies that have been 
classed as specialties. Each of 
these surveys is accompanied by 
statistical tables and commentar- 
ies. Ratings, as usual, have been 
attached to stocks. 

Attention of the reader is 
called to the article covering un- 
classified stocks, appearing in 
this issue. These companies have 
little in common with each other 
and their quality is varied. Our 
purpose in mingling these issues 
is to highlight activities often 
obscured by tendency to deal with 
whole industry groupings. 
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A Record Year Looms : 
Despite Housing Dip| °' 
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B ple 
| { : 
| By GEORGE L. MERTON ind 
, oH ere 
i} i , 
=A “| i ey 
= li he construction industry, which has toppled 
m —“_ — if record after record during the post-war decade, now 
“a eh. = Y has begun to resemble other industries—divergence , 
has set in. Thus, while it may be true that construc- 
tion contracts during the first half of this year toted . 
up to more than $13 billion, an all-time high, housing ‘ 
has settled down and, in a number of areas, become » 
downright laggard. vn 
Since housing adds up to about one-third of al! ae 
kinds of construction (based on 1955 activity), any i 
letdown here must inevitably be felt by the producers . 
of such varied equipment as gypsum board and lath, A 
lumber, plumbing, heating, brick and tile, plus hun- . 
dreds of other items. . 
On most other fronts, however, the construction = 
industry continues the basic growth trend that has - 
been a characteristic of the field since the end of + 
World War II. Contracts for non-residential building = 
are running 11% ahead of year-ago figures. Schools ae 
and commercial buildings are outstanding categories. ih 
Plant Expansion Dominates we 
Impressive though these figures are, they are Ri 
dwarfed by the tremendous upsurge in corporate th 
plant expansion. F. W. Dodge Corp., the statistics- 7 
gathering organization of the industry, estimates he 
construction contracts for new plants in the first - 
six months of this year soared 29%. Public-utility | de 
construction also is bounding ahead. en 
Activity booming on these fronts has stimulated te 
demand for steel, cement and heavy engineering a 
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Completed May 18, 1955, Kresge Auditorium at Massa- 
chusetts Institute of Technology, Cambridge, Mass. Eero 
A. Saarinen architect, George A. Fuller construction. 





ejuipment. Indeed, the drawn-out steel strike al- 
ready has had a sharp impact on the industry. Steel, 
i) Many instances, was hard to come by even prior 
to the stoppage in the mills. Shortages were serious- 
lv aggravated by the strike. Lengthy delays in com- 
pieting projects may be expected. 

The hitherto noted divergence in the construction 
idustry is not confined to product—it also is geo- 
raphic. Thus, home-building and building of all 
ypes are flourishing in such states as Illinois, Wis- 
consin, Wyoming and Florida. Building (other than 

mes) is up 10% to 21° in such states as Illinois, 
lontana, the Dakotas, West Virginia, Idaho and 
Oregon. The rise is even sharper in such states as 
Utah (87.4%) and Wyoming. Gains in industrial 
construction in areas not previously known for this 

ind of activity may be traced, in considerable 
ieasure, to the rush of business to expand into new 


— a hee 


merous soft spots, product and geographic. 

The brightest spot in the decade-long building 
boom has been the strong demand for homes. In 
1949, the housing people, for the first time, topped 
a million starts. The next year they set the still- 
standing record of 1,396,000 starts. Activity in 
1955 added up to 1,329,900 homes, a rise of 9% 
from 1954 and second only to the 1950 peak. 


Why Home Demand Has Sagged 


While the home-builders may not have caught 
up with the market —there are still hundreds of 
thousands of families without homes of their own 
or in quest of better quarters—the bloom is off the 
boom. No longer are there millions of newlywed 
GI’s seeking homes that were available without so 
much as a down-payment. Credit has been tight- 
ened, so that even GI’s must pay something toward 
the home before taking possession. The people who 
advance mortgage money have become more choosy 
about applicants. They can afford to be—demand is 
greater than supply. 

Finally, a factor of overriding importance in 
curtailing demand for new homes is the price rise. 
While there may be a considerable market for the 
kind of home that sells for less than $12,000, rela- 
tively few of these now are being erected. It is not 
that builders are unaware of the demand for resi- 
dences in this price category— it is just that costs of 
labor, material and land have skyrocketed to a point 
where there is precious little profit, if any, in that 
kind of building. 

The trade is building far fewer homes that sell 
for less than $15,000 and concentrating largely on 
bigger and better homes for a market that can meet 














markets. Public works and Federal activity also the critical scrutiny of the mortgage people. So it 
vere factors. 
Texas, long 
in the van of 
th y0st-war 
e _ post-war HH s sitions $ BILLIONS 


building boom, 
has tapered off 3 
on all import- 
ant segments 
of construct- 
tion. Home- 
building there 
is down on the 
order of 36%. 
Along the 24 
Hastern Sea- 
board, many of 
the old _ built- 
up areas, which 
had been hav- 
ing a post- 
war resurg- 
ence, likewise 
have curtailed 
activity. 
Hence, it 
would appear 
that, while it 
s not improp- 
er to speak of 
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Net Seles 


—_____——Ist 6 months___ 
Net Profit Margin 
1955 1956 1955 1956 
____(Millions)___ , | 4 


ALPHA PORT. CEMENT $ 15.2 
W.C. (mil.) ‘54—$9.2 
W.C. (mil.) ‘S5--$7.1 


$15.6 15.7% 15.6% 


AMER. RADIATOR 
W.C. mil.) ‘545$100.3 
W.C. (mil.) ‘55—$103.6 


186.8 


ARMSTRONG CORK = — _ _ ab 
W.C. (mil.) ‘54—$48.9 
W.C. (mil.) ‘55—$52.8 


CELOTEX 
W.C. (mil.) ‘54—$ 9.0 
W.C. {mil.) ‘55—$19.6 


31.2 36.3 5.9 7.4 1.96 


CERTAIN-TEED PROD. - - = _ = 
W.C. (mil.) ‘54—$24.5 
W.C. (mil.) ‘55—$27.6 


CONGOLEUM-NAIRN 
W.C. (mii.) ‘54—$28.3 
W.C. (mil.) ‘55—$28.2 


30.0 29.2 4.4 1.5 1.08 


CRANE CO. - = — _ si 
W.C. (mil.) ‘54—$112.5 
W.C. (mil.) ‘55—$115.6 


FLINTKOTE = _ _ om _ 
W.C. (mil.) ‘54—$26.4 
W.C. {mil.) ‘55—$26.6 


GEN. PORTLAND CEMT. 
W.C. (mil.) ‘54—$9.1 
W.C. (mil.) ‘55—$7.3 


18.4 21.5 20.7 23.0 1.84 


HOLLAND FURNACE n.a. 
W.C. (mi!.) ‘54—$12.9 
W.C. (mi!.) ‘55—$13.3 


JOHNS-MANVILLE 147.4 7.0 8.1 
W.C. (mil.) ‘54—$29.3 


W.C. (mil.) ‘55—$37.2 


131.7 


LEHIGH PORT. CEMENT 34.7 14.0 14.6 1.22 


W.C. (mil.) ‘54—$14.6 
W.C {mil.) ‘55—$10.8 


33.1 


* Figures adjusted for stock splits and stock dividends. 
W.C.—Working Capital. ‘—Deficit. n.a.—Not available. 
1—Plus stock. 

2—Name changed to Fibreboard Paper Products. 
3—Fiscal years ended August 31. 


Alpha Portland Cement: Business continues to expand on high level opera- 
tions within the construction industry. Hampered last year by flood damage 
to Delaware Valley plant. BI. 

American Radiator: Merger with Mullins Manufacturing Corp., now 
known as Youngstown Kitchens Division of American Radiator, should 
strengthen competitive position and effect general economies. Any decline 
in residential building could be hurtful to company. Profit margin on many 
of its products is small, owing to fierce competition. B2 

Armstrong Cork: Company, which produces in such broad categories as 
building products, packaging materials and industrial specialties, has a 
sound growth record. B2 

Celotex: Construction and expansion projects paying off in higher sales 
and net for the largest factor in the rigid insulation board and acoustical 
products industry. Further progress is anticipated. B1 

Certain-teed Products: Earnings early this year pinched by depressed prices 
of asphalt roofing products. Situation now has been corrected. Company 
is distributing shares of Bestwall Gypsum Co. to holders on basis of one 
share of Bestwall for each three Certain-teed. B2 

Congoleum-Nairn: Operating results have been affected by high produc- 
tion costs in connection with manufacture of several new products, as 
well as costs related to establishment of new fiber-rug business. Fortunes 
dependent on home-building and modernization activity. D 

Crane Co.: This 100-year-old leading maker of valves and fittings has 
slated capital expenditures this year of $12 million, including about $6 
million for an additional pottery. Partnership with Republic Steel in 
Crame?, a producer of titanium sponge, should be helpful. Cramet formerly 
was a wholly-owned subsidiary of Crane. B2 

Flintkete: Strong market for products and improved prices in certain 
important lines serve as partial offset to increased costs. Company plans 
to build gypsum-processing plant in Texas. Major product will be 
gypsum board. B' 


RATINGS: A—Best grade. B—Good grade. C—Speculative. D—Unattractive. 
1—Improving earnings trend. 


2—Sustained earnings trend. 


Position of Leading Building Stocks* 


Net Per Share 


$1.35 “$1.38 


195.0 5.1 4.1 -80 


Price 
Kange Recent _ODiv. 
1955-1956 Price Yield 


kiana ee 
Earned Per Share Dividend Per Share 
1954 1955 


$2.43 $2.72 $1.25 


$1.50 47 


- 25% 43 3.50% 


-66 2.00 2.22 1.34 1.40 27%- 20% 21 6.4 


2.81 3734- 26% 32 4.7 


2.92 3.35° 5.49° 1.75 2.40 47%- 18% 42 5,7 


3.76 1.25 1.25 33%a- 22% $33 3.8 


35 1.33 1.81 1.10 1.20) = 25%2- 17%2 18 6.7 


3.60 2.00 2.00 4834- 34% 39 5.1 


3.40 2.40 2.40 46'2- 3553 37 6.5 


2.36 3.29 3.94 2.00 2.30 7534- 43% 71 3.2 


4.25 93 1.24 1.00 167%- 12 13° 7.7 


2.62 3.67 2.12%2 2.6212 5834- 3834 55 4.8 


1.32 2.09 2.96 80 1.00 58 - 265% 52 19 


+—Fiscal years ended April 30, 1955 and 1956. 
°—Fiscal years ended October 31. 
S—9 months ended May 31. 


‘—Fiscal years ended August 31. 


Genera! Portlend Cement: Long-time sales and earnings uptrend continues. 
Expenditures on expansion and improvement yielding important results. 
Strong demand for its products shows no sign of abating. Profit margin is 
outstanding. Stock, however, has enjoyed sharp rise in past year. Bl 


Holland Furnace: Traditional first-quarter deficit was greater this year 
for this maker of home-heating equipment. Some improvement was recorded 
in second quarter. Company long has had home-cooling units, but these 
have never proven practical for volume sales because of expense involved. 
Has paid some dividend in each year since 1936. D 


Johns-Manville: Price increases in various products should aid this leading 
company. Sales volume and earnings should top 1955. Substantial part 
of business in modernization and repair. The stock continues to be a 
favorite of conservative portfolios. Al 


Lehigh Portland Cemen*: One of the three top producers of cement, com- 
pany has topped revenues in each of the post-war years. Another record 
in sight. Stock was split in 1956. Rise from year ago has been substantial. B] 


Lone Star Cement: At end of current expansion program, company expects 
to be largest producer. By year-end domestic capacity should total nearly 
34 million barrels annually, more than double its capabilities at end of 
World War Il. Financing expansion largely out of retained earnings. 
Uptrend in revenue shoul -! continue this year. BI ‘ 


Masonite: Company, whose fiscal year ends this month, should again show 
sharply higher earnings. Management is aggressive and research successful. 
Dividend record good. Pays cash extras and stock dividends. B] 


National Gypsum: Sales and earnings continue to rise for this second 
largest producer of gypsum building materials. Company has a better- 
than-average growth record. Volume has quadrupled in post-war decade 
and net has shown a similar rise. B1 


3—Lower earnings trend. 
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Position of Leading Building Stocks* (Continued ) 
—___—Ist 6 months. 
Net Sales Net Profit Margin 1955 1956 Full Year. Price 
1955 1956 1955 1956 Net Per Share Earned Per Share Dividend Per Share Range Recent _ODiv. 
——(Millions)__ %o % 1955 1956 1954 1955 Indicated 1955-1956 Price ‘Yield 
LONE STAR CEMENT $ 43.5 $ 45.2 15.1% 16.5% $2.28 $2.57 $4.13 $4.91 $2.60 $2.60 98 - 56 92 2.8% 
W.C. (mil.) ‘54—$17.1 
W.C. (mil.) ‘55—$13.5 
MASONITE 38.4" 45.9% 9,38 11.7% 2.66% 3.926 2.67° 4.427 1.50 1.70 50'2- 25% 48 3.5 
W.C. (mil.) ‘54—$16.2 
| W.C. (mil.) ‘55—$18.2 
| NATIONAL GYPSUM 7i/ £1.4 10.8 11.0 2.32 2.61 4.56 4.61 2.00! 2.00! 617%%- 45% 57 3.5 
W.C. (mil.) ‘54—$44.7 
| W.C. (mil.) ‘55—$46.8 
OTIS ELEVATOR 61.1 n.a. 77 n.a. 1.15 1.38 2.36 3.00 1.63 2.00 5034- 3012 49 41 
W.C. (mil.) ‘54—$48.3 
| W.C. (mil.) ‘55—$51.3 
PABCO PRODUCTS- n.a. n.a ~ = 1.74 1.83 1.15 3.78 25 1.00 43 - 22 39 2.6 
W.C. (mil.) ‘54—$13.8 
| W.C, (mil.) ‘55—$38.2 
| PENN-DIXIE CEMENT 19.1 21.6 14.8 16.6 1.11 1.35 2.24 2.59 1.00 1.00 435- 245% 40 2.5 
+}| W.C. (mil.) ‘54—$:0.3 
| W.C. (mil.) ‘55—$ 9.6 
PITTSBURGH PLATE GL. 288.5 292.5 11.2 10.3 3.50 3.08 4.18 6.26 2.50! 2.50 96'4- 62 91 2.7 
w.C. (mil.) ‘54—$129.7 
W.C. (mil.) ‘55—$169.6 
PRATT & LAMBERT 9.6 10.1 6.4 7.0 3.04 3.46 5.21 5.65 3.25 3.25 60'2- 52 54 6.0 
| W.C. (mil.) ‘54—$6.2 
| W.C. (mil.) ‘55—$6.6 
RUBEROID CO. 40.4 37.4 49 45 1.35 1.13 3.13 3.05 2.00 2.00 4834- 30 32 6.3 
| W.C. (mil.) ‘54—$23.2 
| W.C. (mil.) ‘55—$23.7 
5 SHERWIN-WMS. CO. _ _ - — - = 7.83" 8.89" 4.50 4.50 121'2-100 1146 06 «(3.9 
| W.C. (mil.) ‘54—$73.5 
| W.C. (mil.) ‘55—$76.6 
| U S. GYPSUM - _ _ _ 2.37 2.56 3.98 4.98 2.20 2.40 73%4- 4334 72 3.3 
| W.C. (mil.) ‘54—$90.9 
| W.C. (mil.) ‘55—$84.8 
| : ave 
| U. S. PLYWOOD - _ - _ - - 4.071 5.22+ 2.10 2.20 51%- 35 48 446 
| W.C. (mil.) ‘54—$38.6 
| W.C. (mil.) ‘55—$58.3 
WALWORTH CO. 21.5 41.0 4.3 5.4 69 1.12 448 1.28 .40 1.00 17'2- 7% 17 5.9 
s}) w.c. (mil.) ‘54—$13.2 
; | W.C. (mil.) ‘55—$17.1 
| YALE & TOWNE MFG. 51.4 62.2 4.2 45 1.38 1.50 1.16 2.50 1.00 1.50 32%2- 207 31 48 
| W.C, (mil.) ‘54—$37.2 
W.C. (mil.) ‘55—$44.8 
* Figures adjusted for stock splits and stock dividends. 4—Fiscal years ended April 30, 1955 and 1956. 
W.C.—Working Capital. ‘—Deficit. n.a.—Not available. °—Fiscal years ended October 31. 
'—Plus stock. ‘—9 months ended May 31. 
“—Name changed to Fibreboard Paper Products. ‘—Fiscal years ended August 31. 
'—Fiscal years ended August 31. 
Otis Elevator: Prospects remain good for this first-rank manufacturer of Ruberoid Co.: Fierce competition in asphalt line of products has kept com- 
elevators and allied equipment. Contracts booked in latest year up pany from advancing prices to offset rises in wages and material costs. 
sharply from 1954. Stock was split in January. B2 Has paid some dividend in each year since 1889. B3 
herwin-Willi «= Sal d i for fi hich hi 
| Pabco Products: Acquisition of 100% ownership of Fibreboard Products pees yp ties = preted cnet re ee ee Se 
means important increase in size of company and marks a change of This top maker of paints and varnishes has an unbroken dividend record 
emphasis. Pabco is no longer a company that relies primarily on buiiding that goes back to 1885. Company outstanding in research and new-products 
materials and hard-surface floor-coverings. About 75% of combined sales developments. Foreign interests are substantial. A2 
and an even larger portion of consolidated earnings now are from sales ‘ : 
of paperboard and containers. C1 U. S. Gypsum: Sales up from year ago. Company is spending about $35 
million this year for expansion. Three new plants have been opened since 
Penn-Dixie Cement: Net and volume continue to gain. Increased capacity start of 1956. Al 
and acquisitions put company in splendid positon to meet rising demand U. S. Plywood: This kingpin of the plywood field continues to set new 
for products. BT records for sales and — Nene gar - results — se een 
. har - - 
Pittsburgh Plate Glass: Company continues to fare relatively well despite en a oe ee er 
drop in glass sales to automotive industry. Demand from construction field Wal ie eg d italized t of this old-li 
is extraordinary. Management is aggressive and research is dynamic. A alworth Co.: New and revita ‘ce management of this old-line producer 
large tetrachloride plant went into operation this year. Al of valves and fittings striving for cost-reduction, expansion of markets 
and product diversity. Important progress is being made. Cl 
Pratt & Lambert: This maker of paints and varnishes depends on constant Yale & Towne Mfg.: This long-established maker of building hardware 
flow of new and improved products for its growth. Has record of paying has achieved considerable diversification, notably in materials-handling 
some dividend in each year over half-century. B2 equipment. Important over-all progress has been made. Bl 
RATINGS: A—Best grade. B—Good grade. C—Speculative. D—Unattractive. 
1—Improving earnings trend. 2—Sustained earnings trend. 3—Lower earnings trend. 
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may very well be that the value of residential build- 
ing in 1956 will add up to a total near the 1955 
showing, but the number of housing starts will be 
far fewer. 

Why Costs Have Zoomed 


Another rise in steel prices and another round 
of wage increases (with labor using the steel in- 
dustry’s settlement as a pattern) can only add to 
the rising prices of homes. These new costs will be 
piled on an industry that already has incurred (over 
a two-year span) a rise of 8% in wholesale prices 
of building materials. Over-all construction costs 
have increased about 4% over the same period. In 
addition, asking prices for land—developed lots and 
raw sites for subdividing—have soared in most met- 
ropolitan areas around the country. 

It is no wonder, then, that builders have grown 
more cautious than at any time during the last dec- 
ade. They elected this spring to go more slowly with 
building programs, awaiting clarification of the 
character of this market. The tighter mortgage mar- 
ket and increased choosiness of prospective buyers 
were added factors. 


Favorable Factors 


The industry, for the most part, is bullish for 
the longer term. A relatively strong demand for 
housing seems assured for the indefinite future (al- 
though much of it will be filled by public housing). 
High and rising incomes, favorable job prospects, 
relatively liberal financing terms, a vacancy rate 
which still is extremely low in most areas and con- 
siderable family dissatisfaction with present living 
accommodations—all of these combine to provide a 
basically healthy underpinning for the housing in- 
dustry. Yet another factor is the fast growing popu- 
lation, now at 168 million and increasing by nearly 
4 million per year. 

Hence, it would seem that any further decline in 
activity should be of fairly modest proportions. Al- 
though home-building in 1956 now seems likely to 
fall appreciably short of the year-ago rate, activity 
should continue favorable by comparison with most 
other years of the post-war decade. 

Companies that serve the home-building field 
should get a boost from repair and modernization of 
existing structures. In this connection, it is inter- 
esting to note belief is widespread that existing 
homes offer better buys in the current-day market 
than new units. 

A sizable part of the estimated $15.5 billion that 
will be spent this year on repair and modernization 
of existing structures will go for enlarging, im- 
proving and up-dating. About 79% of the money 
spent for residential repair-improvement work will 
be used to “spruce up” homes, mainly single-family 
dwellings. The $15.5 billion would top the 1955 
figure by some $50 million. The rising level in this 
segment of the construction industry may be traced, 
in considerable measure, to the fact that roughly 
half of the existing home supply now is about 20 
years old. Goveriment agencies have described some 
10 million residentials as in serious need of repair. 


Government As Factor 


For good or ill, the Government promises to re- 
main a factor in the housing field, regardless of 
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which political party holds power over the next} 
several years. The Congress which closed up shop 
three weeks ago passed an omnibus housing bill inf 
the final hour after House-Senate conferees endedi 
a stalemate over a provision requiring Washington t 
purchase certain private housing facilities neary 
military installations. The conferees agreed that they 
Government should buy these facilities only when 
new homes went up in their place and at consider-§ 
ably lower prices than was originally proposed. 

The housing measure also authorized 35,000 pub-F 
lic housing units in the next two years and the hore. 
improvement ioan insurance program was extended 
and liberalized as were the military and college-§ 
housing plans. Lower down-payments also were? 
voted for various types of housing covered by the 
Federal Housing Administration loan insuranceh 
programs, including apartment houses, used homes,} 
and housing for the elderly and those displaced a 
slum-clearance schemes. 









Commerce and Industry Soar 


Operations of the Federal National Mortgazej 
Association were made more flexible, so-called urbanf 
renewal programs were broadend, the Federal farm-} 
housing loan program was extended and the F. H. Aj 
was authorized to insure $3 billion more of housing 
loans. 

Non-residential building contracts at $4,60s,- 
000,000 (the Dodge figures) in the first half of this 
year were 11% ahead of year-ago figures and heavy 
engineering, at $2,893,000,000, was higher by 21‘: 
Major emphasis has continued to be on two fronts— 
corporate spending for new facilities and public 
construction of all kinds. Business investment shows 
up in tremendous gains in plant and commercial 
structures and in utilities. Public construction is 
particularly strong in highways (June 23 issue of 
THE MAGAZINE) and school-building. 

Under ordinary circumstances, there would be 
only negligible risk in forecasting record levels of 
construction activity during the balance of 1956. 
However, the July holiday taken by the C. I. 0. 
Steelworkers to enforce wage and social-benefit de-) sal 
mands has served to tighten the already short supply) ™a 
of steel. And there is no industry more dependent, 
at this juncture, on a steady supply of steel than the 
construction industry. The construction people wil 
be feeling the steel pinch for many months to come), 1 

The industry had been operating full tilt through? 1 | 
the first half of this year, aside from interruptions) to 


growing out of spot shortages of steel. These inter-|) nev 
ruptions have been aggravated by a strike that took) Was 


the steel mills out of production for more than a} 0! 


month. clos 
Spending by Business ord 

150 

Probably no segment of economic activity has) ney 
done as much to encourage optimism over the future), ma 
as the plans of corporations to expand their produc-) Th, 


tive facilities. Contract awards for manufacturing) py 
buildings in the first six months of this year totaled 
about $1.1 billion, a rise of 29% from the year- 
earlier figures and 88% above the 1954 levels. Only 
the record $2 billion plus spent in the first half 7 7 


1952 tops the 1956 expenditures, but the activity) wa: 
four years ago was inspired by the Korean outbreak.) car 

The current expansion grows out of a need to! fro 
remain increasingly competitive, to serve new grow-| not 
ing areas (Please turn to page 680) lull 
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By JOHN D. C. WELDON 


0: the basis of this year’s first six months’ 
sales and earnings of most of the machine-tool 
makers, as well as those of the machinery builders, 
indications point to 1956 final results for the two 
industries being at the best level in the past few 
years. 

The machine-tool builders got off to a good start 
in the first quarter, booking new orders amounting 
to $280,350,000. This was $104 million ahead of 
new-order volume in the like quarter a year ago and 
was followed by this year’s second quarter bookings 
of $228.8 million. When the machine-tool industry 
closed its books on the 1956 half-year, total new- 
order volume for the six months had reached $509,- 
150,000 which was $139,350,000 greater than the 
new order volume in corresponding 1955 half-year, 
making the 1956 first six months the best since 1951. 
Then, of course, the industry was being inundated 
by new business as a result of the Korean war. 


June Lull is Noted 


The only flaw in the 1956 first six months picture 
was the June dip of 28% in new business, which 
carried that month’s bookings down to $62.4 million 
from $87.1 million in May. The June decline does 
not necessarily indicate anything but a temporary 
lull which the industry has exverienced before, at 
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‘a of 


we, 


one time or another. For instance, in September, 
1955, new orders fell to $58.3 million from the 
year’s previous high of $74.5 million and was fol- 
lowed by October’s net new orders rising to $99.1 
million, Of course, it doesn’t follow that a similar 
rate of new orders will be recorded in succeeding 
months of this year, but machine-tool builders are 
confident that the uptrend will be renewed in the 
closing months of the third quarter and new order 
volume will remain high through the closing months 
of the year. 

Supporting this way of thinking are the antici- 
pated demand for new plant equipment, high level 
operations in the metal-working industry, and the 
need to replace worn or obsolete machine tools with 
modern tools capable of working to closer tolerances 
and incorporating the latest automatic features. As 
a matter of fact, replacement is a must for many 
manufacturers if they hope to stay competitive by 
increasing unit production, obtain greater accuracy 
and cut production costs. 

This urge on the part of manufacturers to get the 
most modern equipment is, and should continue to 
be, a big factor in maintaining machine-tool orders 
at a satisfactory level through the balance of the 
vear and into 1957. Giving impetus to this move- 
ment is the fact that over 100,000 production ex- 
ecutives and engineers who attended the industry- 
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wide, 11-day machine-tool show in Chicago last the volume of new business they are putting on the 
September came away somewhat amazed by what books. 
they saw. Included in the showing were any number 
of standard and special machines in which were Steady Flow of Orders For Machinery Builders 
incorporated electronic and hydraulic controls, auto- 
matic cycles, automatic tool adjustment, automatic This outlook for the last half of the year parallels 
loading and unloading, automatic clamping and auto- that of the construction-machinery makers, who like. - 
matic transfer from one operation to the next. wise look for continued high-level production in the Ww. 
final six months. Equally impressive are the pros- Ww. 
Production Lines Hum pects for the makers of earth-moving equipment BLS 
who, in addition to benefiting from demand arising Ww: 
To keep abreast of new order volume in the first from the large-scale industrial building throughout we 
half of this year, the machine-tool builders kept the nation, appear to be in an excellent position to - 
their own production lines moving at a steady clip get additional business stemming from the exten-§ }| w. 
with some of the companies working overtime at sive road-building, flood control, sewerage, water-§ }} gy 
least several hours a week. Reflecting this, ship- works and other public works program about to get§ |} w. 
ments increased from $54.6 million in January to underway. ay) w. 
$76.8 million in May, dipping slightly, on the basis Although the outlook for both the machinery andf jj} 
of preliminary figures, to about $75.9 million in machine-tool builders for this year and into 1957f 
June. Over the entire six months, total shipments justifies the expectation of a continued favoral lee - 
reached approximately $417.8 million, or 29% high- trend in earnings and further price appreciation inf} || w. 
er than the $324.7 million total in the corresponding those issues publicly held, earnings and price trends || w. 
1955 period. | ; will vary for individual companies in both indus- FO 
The majority of the machinery manufacturers tries. In other words, for the investor to be fully® |) 
also wound up the first six months of this year show- advised it is necessary to weigh the prospects for} || “ 
ing substantially higher earnings than in the like each company individually and base judgment to = 
period of a year ago. Under the impact of record hold or buy its securities solely on his findings and Ww 
capital spending, which also involves one of the conclusions. The following comments on selected| iT: 
greatest industrial building booms in the history of companies and the comparative tables accompanying | w 
the country, construction machinery orders in the this article should be of value in this connection. Ww 
January-to-June period this year were up by 25% ————— ul 
from a year ago, while builders of electrical ma- Black & Decker: Consolidated net sales of the 7 
chinery reported somewhere near a 10% gain in world’s largest manufacturer of portable electric a 
the first half of 1956, with no sign of abatement in tools for the nine months to June 24 were higher W 
W 
QUARTERLY SHIPMENTS AND NET NEW ORDERS OF MACHINE TOOLS 
(METAL CUTTING TYPES ONLY ) ' r 
600 l I ! ] 600 | : 
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l the Smee 
Leading Machinery Manufacturing Companies* 
rs 1st 6 Months——H44— Dividend Per Share 
Net Sales Net Profit Margin Price 
1955 1956 1955 1956 Net Per Share Earnings Per Share Indicated Range Recent Div. 
llels ——(Willions)—— % % 1955 1956 1954 1955 1955 1956 1955-56 Price Yield 
like. eee — ————_— 3 —____— — — 
th AMER. MACH. & FDRY. n.a. n.a. $ .57 $1.50 $1.62 $1.64 $1.00! $1.00 357%%-23% $28 3.6% 
| tne W.C. (mil.) ‘54—$38.1 
OS- W.C. (mil.) ‘55—$46.8 Nea ena eee ; —— . i Eta, ie =a ie tee 
ne nt BLAW-KNOX .. 48.6 78.00 2.0 4.5 .62 2.27 2.63 1.56 1.20 1.20 4658-25 41 29 
Sing W.C. (mil.) ‘54—$33.5 
hout W.C. (mil.) ‘55—$29.8 a _— a ~~ tes. ee Sea ee 
n to BUCYRUS-ERIE ........ 32.3 45.2 8.3 9.1 1.73 2.65 2.92 4.19 2.30 2.30 5634-33 53 43 
t ; W.C. (mil.) ‘54—$30.4 
ven W.C. (mil.) ‘55—$31.2 oS el abn a ee ees Seen 
iter: BUFFALO FORGE . 12.4 12.7 5.0 5.7 95 1.13 2.82 2.36 2.00 2.00 3634-26 33°C i661 
get W.C. (mil.) 54—$9.1 
W.C. (mil.) ‘55—$9.4 Pio eA antec. Se —- ee 
and CLARK EQUIPMENT . 56.8 75.7 6.5 6.1 1.64 2.01 2.51 4.23 1.8712 2.00 7512-262 66 3.1 
957 W.C. (mil.) ‘54—$31.5 
as lef W.C: (mil.) ‘55—$43.2 es : = a SI site te esl 
he: FAIRBANKS-MORSE 57.0 68.3 2.3 1.9 1.06 96 2.03 2.21 1.40 1.40 49%4-24%. 46 3.0 
1 INE} w.c. (mil.) ‘54—$36.7 
nds W.C. (mil.) ‘55—$37.8 i ee ; ~ ee ; - e. 
lus- FOSTER-WHEELER 37.2 46.6 2.4 1.0 1.53 82 6.16 2.19 1.60 1.60 50 -29'2 37. 4.3 
ully W.C. (mil.) ‘54—$21.5 
for : W.C. (mil.) ‘55—$21.3 -— oe ee ee eee eee eee ee eaten I 
; tol GARDNER-DENVER CO. 21.4 30.5 9.7 11.2 2.31 3.76 4.09 5.40 2.00 2.40 70%2-35'% 70 «(3.4 
j d W.C. (mil.) ‘54—$15.4 
ald ft W.c. (mil.) ‘55—$20.9 ; ll 
sted 4 BAP FI vsiasecsicsscesin. 57.64 89.3! 6.7 9.0 2.164 4.50 2.12- 3.18- 1.25 1.60 6012-207 57 28 
ing § W.C. (mil.) ‘54—$32.7 
1. 7 W.C. (mil.) ‘55—$42.3 ee ee ee ee ee ee ee ae. 
4 LINK BELT Se 82.3 5.3 6.4 1.88 2.88 3.24 4.16 3.00 3.00 6812-461 68 44 
the W.C. (mil.) ‘54—$41.0 
tric W.C. (mil.) 55—$48.6 roo ee ea re — ee ee a 
h : MESTA MACHINE 5.38 3.65 3.00 3.00 6414-39 5s 658.1 
ere W.C. (mil.) ‘54—$16.7 
W.C. (mil.) ‘55—$18.2 _ = - : ee — ae ere ee eee ee a 
UNITED ENG. & FDRY. 23.3 29.0 5.1 6.8 47 79 1.14 .87 .80 80 17 -13% 15 5.3 
W.C. (mil.) ‘54—$16.6 
) || W.C. (mil.) ‘55—$15.5 ee a a aaa 
) WORTHINGTON CORP. _ n.a. n.a. 2.61 3.03 5.10 5.22 2.50 3.00 5912-41 SS 54 
; W.C. (mil.) ‘54—$62.5 
} W.C. (mil.) ‘55—$65.3 
*—Figures adjusted for stock splits and stock dividends. *—Fiscal years ended Sept. 30. n.a.—Not available. 
W.C.—Working Capital. 1_Plus stock. 3—9 mos. ended June 30. 4—9 months ended June 30. 
) MACHINERY COMPANIES 
American Mach. & F’dry.: Indicated 1956 earnings well over $1.64 realized equipment, as well as rising costs, reflected in earnings decline. Dividend 
for 1955. Growth prospects in diversified fields; increasing activity in coverage narrow. 
electronics and atomic energy warrant share retention. Cl Gardner Denver: Net income of $3.76 a share in 1956 first half-year 
Blaw-Knox: Earnings of 2.27 a share in 1956 first half compare with 62 points to record earnings for current 12 months. Could again readily 
cents in like 1955 period. Long-range growth prospects favorable. Cl increase regular dividend or pay extra. ci. 
Bucyrus-Erie: Company is leader in excavating machinery and power — a eon eee aly So sory fiscal 1956 net to $5.75 
) shovels. Should be important beneficiary of road-building program and pelheqecere ee Hy? ‘ . . 
construction activity. Cl Link-Belt: Benefiting from sustained demand for diversified line of mechani- 
: . : ; cal power transmission and materials-handling equipment. Current year’s 
zx Buffalo ers Geert, poses earnings po ee es ig oy gain earnings expected to go above 1955's $4.16 a share. BI 
e Se $2.36 a share. Present $2 annual dividend shou ileal Mesta Machine: A foremost producer of steel-mill machinery, its expansion 
3 oo Se ? , ; . ; : and improvement program has strengthened competitive position. Over-all 
z Clark Equipment: Growing importance in expanding materials-handilng outlook considerably improved. C1 
se and construction and earth-moving equipment fields reflected in increased United Eng. & F’dry.: Net income of 79 cents a share in first half-year 
) 2 earnings. Broad dividend coverage. presages 1956 final show well above 87 cents a share for 1955. Present 
» Fairbanks, Morse: 1956 earnings should match the $2.21 a share realized 20-cent quarterly dividend should be maintained. C1 
2 in 1955, At prevailing market around 46 shares appear generously Worthington Corp.: Good prospects for second half-year earnings matching 
- priced. C2 $3.03 a share realized in first six months of current year, providing 100% 
2 Foster Wheeler: Competition in manufacture of oil-refinery and power-plant coverage for present $3 annual dividend. Cl 
RATINGS: A—Best-grade. B—Good-grade. 1—Improved earnings trend. °—Sustained earnings trend. “—Lower earnings trend. 
} C—Speculative. D—Unattractive. 
than for any comparable period, reaching $35.5 mil- Several factors are contributing to growth. These 
lion. This was $4.6 million, or 15% greater than in’ include divisionalization of the sales organization, 
the like months of fiscal 1955. Net income of $3.4 which now provides sales specialists on each of the 
million or $3.80 per share for the 907,640 outstand- numerous product lines; continuous research and 
ing shares, adjusted for the 2-for-1 stock split last engineering development creating new tools and im- 
October, increased from $2.5 million or $2.95 per provement of those already with established 
share on the same basis a year ago. Earnings for the markets, and bringing into operation new service 
capital stock for all of fiscal 1956 should be well over _ branches in various sections of the country, Canada 
$5 a share compared with $4.10 in the preceding and overseas. Although the company as recently as 
year. 1953 doubled its Towson, Md., plant capacity, in- 
ET AUGUST 18, 1956 . 661 
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Ist 6 Months 
Net Profit Margin 
1955 1956 

‘ho ‘fo 


$30.8° $35.5° 8.2% 9.8% 


Net Sales 
1955 1956 


——(Millions) 1955 





BLACK & DECKER 

W.C. (mil.) ‘54—$15.7 
W.C. (mil.) ‘55—$17.8 
BULLARD ee 
W.C. (mil.) ‘54—$ 7.4 
W.C. (mil.) ‘55—$10.7 


$2.95" 


CHICAGO PNEU. TOOL 
I} W.C. (mil.) ‘54—$25.5 
W.C. (mil.) 55—$37.1 


CINCI. MILLG. MACH. 
W.C. (mil.) ‘54—$41.9 
W.C. (mil.) ‘55—$39.3 


EX-CELL-O 
W.C. (mil.) ‘54—$17.8 
W.C. (mil.) ‘55—$24.5 


40.2! 67.94 42 944 


47.2 65.4 11.2 2.96 


GREENFIELD TAP & DIE 
W.C. (mil.) ‘54—$5.1 
W.C. (mil.) ‘55—$5.6 


INGERSOLL-RAND 
W.C. (mil.) ‘54—$100.6 
W.C. (mil.) ‘55—$109.5 


MONARCH MACH. TOOL. 
W.C. (mil.) ‘54—$7.1 
W.C. (mil.) ‘55—$6.6 


7.2 7.8 6.7 1.94 


n.a. n.a. 2.18 


8.4 (d) 8.9 5.7 (d). 68 


NATIONAL ACME 
W.C. (mil.) ‘54—$20.7 
W.C. (mil.) ‘55—$22.0 


VAN NORMAN INDUS. 
W.C. (mil.) ‘54—$ 9.1 
W.C. (mil.) ‘55—$12.2 


n.a. 2.75 


8.8 16.4 3.4 2.8 .60 


*—Figures adjusted for stock splits and stock dividends. 
W.C.—Working Capital. (d)—Deficit. 


Black & Decker: Earnings uptrend reflects expanding domestic and foreign 
markets, and introduction of new and improved products. Capital expendi- 
tures for increased plant facilities will probably hold dividend to present 
rate. 

Bullard Co.: With last year’s new-product development troubles out of the 
way, 1956 earnings should warrant continuation of present 20-cent quarterly 
dividend. Cl 

Chicago Pneumatic Tool: Diversification contributing to earnings uptrend. 
Estimate 1956 earnings at above $7 a share. Regular dividends should 
again be supplemented by extras. Bl 

Cincinnati Milling Mach.: Sharp earnings recovery from last year’s $2.47 a 
share indicated for 1956. Company outstanding in the industry; a leader 
in machine-tool research and engineering. B1 

Ex-Cell-O: Benefiting from upturn in machine-tool business. Dairy-equip- 
ment and aircraft-components divisions contributing substantially to earn- 
ings which, for the current year, should better 1955's $5.41 a share. Bl 


RATINGS: A—Best-grade. B—Good-grade. 
C—Speculative. D—Unaitractive. 








Net Per Share 


$3.80" 


1_Fiscal years ended Sept. 30. 
*—Fiscal years ended November 30. 


MACHINE TOOL COMPANIES 


Leading Machine Tool Companies* 


Dividend Per Share 

Price 

Range 
1955-56 


Indicated 
1956 


Div. 
Yield 


Recent 
Price 


Earnings Per Share 
1954 1955 


$4.10! ¢$ 


1956 1955 


$3.33! 95 $1.00 4814-2414 $45 2.2% 


6.61 (d) 1.41 1.00 80 477%%-27\% 27 23 


4.78 5.97 2.39 2.6212 7034 -3578 67 3.9 


2.554 5.37 2.47 1.53 1.60 55%4-2934 3.1 


3.60 5.20- 5.41- 1.75 2.00 95 -39'2 91 2.2 


3.22 2.40 4.80 2.59 2.50 39 -26%8 39 6.4 


2.71 3.80 4.54 3.00 3.00 8534-5014 79 =—- 3.8 


1.15 3.76 .08 1.20 1.20 2834-1934 26 44.6 


4.04 7.37 6.41 4.00 4.00 82 -47 80 5.0 


.66 .87 1.09 1.00 1.00 1914-1358 6.7 


%—9 months ended June 24. 
+—24 weeks ended June 16. 


Greenfield Tap & Die: 1956 first-half earnings indicate substantial gain 
over 1955, possibly going over the $6 a share mark. Could again augment 
regular quarterly dividends by year-end extra. Cl 


Ingersoll-Rand: Earnings this year should be well above $5 a share. Because 
of its 45-year earnings and dividend record and pre-eminence in its field, 
its common stock ranks as a sound investment. Al 


Monarch Machine Tool: 1956 first-half earnings of $1.15 a share in sharp 
contrast to 68 cents a share deficit a year ago which reflected a prolonged 
strike. Further improvement looked for in final six months this year. C1 


National Acme: This year’s earnings — $4.04 a share at the half-way mark 
— expected to equal $7 a share. Stock, however, appears amply priced at 
current quotation around 80. Cl 


Van Norman Industries: Disappointing 66 cents a share in earnings shown 
for 1956 first half-year on sales of $16.4 million. This compares with 60 
cents a share earned on sales of $8.8 million in like months of 1955. C2 


—Improved earnings. “—Sustained earnings trend. “—Lower earnings trend. 


as 











creasing demand for its products has necessitated 
substantial expansion of manufacturing facilities in 
the United States, England and Australia. 

Although the stock has moved un in price from 
the year’s low of 32% to 45, it should be retained by 
investors whose interest is possible further appreci- 
ation rather than income return. Because of the 
present plant expansion programs, dividends will 
probably hold at 25 cents quarterly, but may again 
be supplemented by a small stock dividend, 


Blaw-Knox: In contrast to the first six months of 
1955, when the company was making extensive ad- 
justments in operations, results for the 1956 first 
half-year present a much more favorable picture. 
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Where sales a year ago totaled but $48 million from 
which were realized net income of $968,740, or 62 
cents a share, six-month sales this year reached $78 
million and net income $3.5 million, or $2.27 a share 
It is questionable, however, whether this trend will 
be maintained in the third quarter inasmuch as the 
company benefited, in some degree, from customers 
anticipatory buying, especially in the second quarter, 
when some orders were placed in advance of ex- 
pected price increases and the effects of a steel strike 
which lasted over a month. The company also stated 
after the strike got underway that its third-quarte) 
operations would be adversely effected by the walk- 
out of United Steel (Continued on page 677) 
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= SPECIAL SECTION OF 
. MIDYEAR DIVIDEND FORECAST 


“| SURVEY OF 36 UNCLASSIFIED STOCKS 
| 


) By OUR STAFF Since there is an understandable tendency on 
the part of many investors to study industry-wide 
trends, it is inevitable that many will gravitate to- 
ward or away from steels, farm-equipment issues, 
iI! textiles, aircrafts, utilities, railroads and a score of 
1 : others. The stock market is summed up daily in 
Hy) newspaper headlines that may report: “Steels 
i Strong, Chemicals Lag.” Or it could be the other 
2 ' way around. The point is investors are conditioned 
: to think in terms of industrial complexes. 

Investors, of course, must decide which member 
of the industrial group is best suited to his purposes. 
‘ An even more difficult chore is the selection of a 
specialty stock, since such an issue quite often is 
obscured because it does not fit in easily with whole 
industrial categories. Yet there is no dearth of com- 
panies, eminently successful, that get relatively 
little attention from either public or public prints. 

Thus, a company that has grown by leaps and 

bounds as a maker of adhesives, coated abrasives 
and recording tape fits no basic category, hence 
commands nothing like the attention it deserves. 
The reader now may find little difficulty in identify- 
ing the company as Minnesota Mining & Manu- 
facturing. 
4. || Then again, a company that specializes in supply- 
6. ing oilwell drilling services may be overlooked 
for the same reason, vet one day comes to the atten- 
tion of investors because of its outstanding growth. 
The reader will have little difficulty in recognizing 
Halliburton Oil Well Cementing. 

If the investment fraternity often has been slow 
to recognize the tremendous potential of certain 
specialty companies, the same can not be said of 
the top leadership of many corporations, which have 
built their diversification on the acquisition of such 
entities. In the matter of electronic computers, now 
a vital part of office-equipment companies, a number 
of the leaders obtained a stake in this field by taking 
over companies specializing in such equipment and 
engineering. The Gillette Co., which grew great as 
a manufacturer of razors and blades, took over other 
specialties with high promise in such fields as cos- 
metics and writing instruments. 

Still, there is no lack of specialty companies that 
have gone their own way, burgeoning through ag- 
gressive management, dynamic research and diligent 
promotion. 

Suffice to say that a hundred examples could be 
set forth. To keep the reader abreast of the pros- 
pects and activities of many such companies, there 
follows on the next three pages statistical tables 
and commentaries related to equities that are not 
easy to classify. 

Not only is it difficult to classify these companies 
on the basis of their activities, but their fortunes 
also are varied. Ratings are appended as a guide. 
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— - —Ist 6 Months— ——————— 


Net Sales Net Profit Margin 
1955 1956 1955 1956 
——(Millions) x % 1955 





SPECIAL SECTION OF MID-YEAR DIVIDEND FORECAST* 


Net Per Share 
1956 1954 1955 1955 1956 








———————Full Year. 
Dividend Per Share 
Indicated 


Price 
Range Recent Div. 
1955-56 Price Yield 


Earned Per Share 





AMER. CH. & CABLE $ 49.7 $60.5 5.6% 6.1% $2.62 
W.C. (mil.) ‘54—$26.9 

W.C. (mil.) ‘55—$28.6 

AMERICAN CHICLE n.a. n.a. 
W.C. (mil.) ‘54—$22.4 


W.C. (mil.) ‘55—$22.1 


2.12 


ARCH.-DANIELS-MID. 
W.C. (mil.) ‘54—$49.5 
W.C. (mil.) ‘55—$47.5 


AVCO MFG. 
W.C. (mil.) 54—$89.0 
W.C. (mil.) ‘55—$80.8 


BABCOCK & WILCOX 
W.C. (mil.) ‘54—$81.0 
W.C. (mil.) ‘55—$85.3 


CARBORUNDUM CO. 
W.C. (mil.) ‘54—$29.4 
W.C. (mil.) ‘55—$27.1 


136.7 


116.6 133.7 6.2 5.2 1.48 


44.8 51.2 6.0 6.9 1.58 


CLEVITE CORP. 
W.C. (mil.) ‘54—$30.9 
W.C. (mil.) ‘55—$31.6 


36.2 36.5 7.4 4.3 1.41 


CROWN CORK & SEAL 
W.C. (mil.) ‘54—$33.9 
W.C. (mil.) ‘55—$35.0 


DAYSTROM INC. . 
W.C. (mil.) ‘54—$12.3 
W.C. (mil.) ‘55—$18.7 


DIAMOND MATCH 
W.C, (mil.) ‘54—$55.5 
W.C. (mil.) 55—$55.7 


EASTMAN KODAK 
W.C. (mil.) ‘54—$204.8 
W.C. (mil.) ‘55—$238.5 


FERRO CORP. 
W.C. (mil.) ‘54—$11.7 
W.C, (mil.) ‘55—$14.2 


55.6 59.7 1.5 1.5 48 


20.14 16.94 2.54 3.14 514 





64.2 66.5 6.6 6.5 1.40 





315.95 325.15 10.55 11.99 1.98" 


23.4 26.1 5.4 5.0 2.04 


W.C.—Working Capital. n.a.—Not available. (d)—Deficit. 


1_Fiscal year ended June 30. 
“—Plus stock. 
3—Fiscal year ended March 30. 


American Chain & Cable: Saless volume is satisfactory and company 
is overcoming rising costs. About 15% of business is in Government con- 
tracts. B2 


American Chicle: Second leading chewing-gum producer is of high caliber. 
Competitive and financial position strong. A liberal dividend-payer, ideal 
for those seeking security of principal and assured income with appre- 
ciation. 


Archer-Daniels-Midland: Company is a major factor in linseed and soybean 
oils. Also has stake in flour milling and grain trading. Newly-acquired 
units should help earnings. Dividend record outstanding and yield is 
generous. B2 


Avco Manufacturing: Events of the past year have only served to under- 
score our dim view of this issue. Its stake in defense production is a 
saving grace. Appliance line and farm equipment do not loom as important 
earners. D 


Babcock & Wilcox: Stock has been split 3-for-1 since it was commented 
upon favorably here a year ago. This glamourized boilermaker is enlarg- 
ing its stake in the nuclear field. B2 


Carborundum Co.: This is one of the world’s largest producers of abrasives. 
New products have played a vital role in boosting business. Research is 
aimed at such board-horizon fields as nucleonics, rare metals and ceramics. 


BI 


Clevite Corp.: This producer of automotive equipment has striven for 
considerable diversity, notably in electronics. Profits pinched by heavy 





RATINGS: A—Best grade. B—Good grade. 
D—Unattractive. 


'—Improved earnings trend. °?—Sustained earnings 


C—Speculative. 


$3.66 


2.31 


167.8 3 02 .03 


(d) .01 .37 05 .20 


1.40 


2.06 


79 1.83 


51 72 


2.11 


2.04 


$2.50 $2.50 51%-35'2 51 4.9% 








$3.29 $5.75 


4.05 4.19 2.73 3.00 67 -54%2 58 5.2 


3.05! 3.491 2.00 2.00 437-352 39 5.1 


84. 5% 6 


2.81 2.62 .87 45'2-22 43 23 


1.92 3.01 1.45 1.60 427%-30% 42 38 


2.54 1.25 1.25 253-18 19 «66.6 


1.05 .40 40 22%-135%4 15 2.46 


59% = =2.61° 2.01" 1.15 3212-22 25 48 


45 2.48 3.02 1.50 1.80 447%-29% 40 4.5 


3.99 4.66 2.12 2.65- 10034-67 99 2.66 


3.14 3.91 .80- 1.60 3912-285 33 49 


*—Figures adjusted for stock splits and stock dividends. 
4—3 months ended June 30. 
°—24 weeks ended June 10. 


costs in newer units. Company concentrating on smaller number of develop- 
ment projects, closely related to most important fields. C3 


Crown Cork & Seal: This leading producer of bottle caps and closures has 
reversed earnings downtrend. Moderate improvement trom 1955 is antici- 
pated, based on better volume and heightened efficiency. Rising costs of 
labor and materials, however, remain major problem. C1 


Daystrom: Basic business changed with sale of American Type Founders. 
Activities now center in electrical, electronic and atomic-instrumentation 
fields. The $9 approximate $9 million from sale of ATF strengthened finan- 
cial position. C2 


Dicmond Match: Judged year ago as ‘most attractive,” this growth com- 
pany has continued to make strides. Shrewd diversity has given such 
products as lumber, building materials and food-packaging items greater 
stature than its traditional match business. B1 


Eastman Kodak: This leader of the photographic field has an important 
interest in textiles and chemicals. The growing camera hobby has been a 
major factor in its post-war growth. The issue is of top investment 
quality. Al 


Ferro Corp.: This producer of frit for the porcelain-enamel industry has 
aggressive management and good research facilities. Emphasizing diver- 
sification, nearly 35% of domestic sales and 32% of profits now come 
from businesses entered in post-war decade. Refractories, color division 
and chemical unit are growing. Foreign markets have become of increasing 
importance. B2 


trend. “—Lower earnings trend. 
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SPECIAL SECTION OF MID-YEAR DIVIDEND FORECAST* 
| Survey of 36 Unclassified Stocks (Continued ) 
- | ; ie aa aS ee 
| —Ist 6 Months—_—__—— —_— Full Yeor——_— 
E Net Sales Net Profit Margin Dividend Per Share _— Price 
zs 1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div. 
™ q ——(Millions) % % 1955 1956 1954 1955 1955 1956 1955-56 Price Yield 
A ; a eee ae ooaiied = seinen a 
GAMEWELL CO. $3.29" $4.10" $1.80 $1.60 39 -2558 31 5.2% 
W.C. (mil.) ‘54—$8.6 
- W.C. (mil.) ‘55—$6.6 } 
| GENERAL TIME $ 21.15 $2.07° 3.7%°* 3.5%" $1.54" $1.41° 4.48 4.17 1.95 2.00 3934-292 32 6.3 
| W.C. (mil.) ‘54—$18.0 
W.C. (mil.) ‘55—$17.9 
¢ GILLETTE CO. 84.4 102.9 16.6 15.8 1.52 Pe 2.77 3.13 2.00 2.25 5432-31! 2 53 42 
W.C. (mil.) 54—$33.0 
W.C. (mil.) ‘55—$34.1 
GLIDDEN CO. n.a 166.44 3.44 n.a. 2.484 3.09! 3.10! 1.50 2.00 44'2-35'8 38 5.1 
W.C. (mil.) ‘54—$47.2 
W.C. (mil.) ‘55—$38.8 i 
GRACE (W. R.) & CO. 3.36 4.16 2.00 2.40 5858-4158 56 4.3 
‘ W.C. (mil.) ‘54—$112.2 
: W.C. (mil.) ‘55—$129.8 
HALLIBURTON O.W.C. 3.95 5.12 1752.40 85%-41 83 
W.C. (mil.) ‘54—$17.3 iW 
W.C. (mil.) ‘55—$24.5 
HILTON HOTELS 3.27 5.04 2.00 2.00 5314-34! 2 51 3.9 
W.C. (mil.) ‘54—$16.7 
W.C. (mil.) ‘55—$10.2 | 
INTERNATIONAL SALT n.a. n.a. 4.26 5.40 8.61 10.03 5.00 5.00 144 -73 144 3.5 
W.C. (mil.) ‘54—$5.4 } 
W.C. (mil.) ‘55—$6.4 | 
INTERNATIONAL SILVER n.a. n.a. 2.67 1.35 7.87 7.52 4.00 4.00 7414-5658 60 6.6 } 
W.C. (mil.) ‘54 | 
W.C. (mil.) 55 
MERGENTHALER LINO. 17.2° 24.2° 8.4° 7.9 3.05 4.04 4.04- 4.51- 2.50 2.50 6112-4334 61 4.1 
W.C. (mil.) ‘54—$21.3 
W.C. (mil.) ‘55—$22.5 
MINN. MIN. & MFG. 68.37 78.87 12.47 11.67 517 547 1.48 2.07 .83 1.00 7512-40 74 1.3 
| W.C. (mil.) ‘54—$62.3 
| W.C. (mil.) ‘55—$77.8 
| NATIONAL LEAD 256.8 289.2 9.6 10.0 1.97 2.45 3.05 4.02 2.85 2.85 122%2-54's 119 2.3 
| W.C. (mil.) ‘54—$104.6 | 
} W.C. (mil.) ‘55—$113.2 
| W.C.—Working Capital. n.a.—Not available. *—Figures adjusted for stock-splits and stock dividends. 
| 1—Fiscal year ended Aug. 31. '—9 months ended June 30. 
*—Fiscal year ended Sept. 30. °—Fiscal year ended May 31, 1955 and 1956. 
>. 3—24 weeks ended June 16. ‘—3 months ended June 30. 
49 months ended May 31. 
as | Gamewell Co.: Despite flood damage and labor troubles, this maker of Hilton Hotels: This largest of the world’s hotel chains has had outstanding 
t= fire alarms, signal systems, safety equipment and allied products has con- growth in post-war decade. Overseas interests are substantial. Acquisitions 
of | tinued to show earnings stability. Problems cited were followed by a cut have led to Federal antitrust suit. Cl 
| | in dividend. At present price, yield is liberal. B2 ‘ 
International Salt: Company is the top producer of mined rock salt, sold | 
Ss | ‘ General Time: Flood damage and strike also factors here. Company is a to basic industries, and salt evaporated from brine for food and home | 
on | ' | leading producer of clocks, non-jeweled watches, industrial timing devices consumption. Earnings in steady uptrend. Bl | 
n- || & and small electric motors. With redemption of preferred this year, company . | 
| has outstanding only the common. C2 International Silver: Incoming silverware business has compared favorably | 
} with 1955, but defense business has fallen sharply. Upturn in such products 
n- | f | Gillette Co.: Kingpin of the safety-razor and blade field promotes aggres- as blades for jet engines appears certain. Little prospect, however, that 
ch | 4 | sively. Has acquired considerable diversity with acquisition of cosmetics company will equal showing of 1955, which was down from 1954. B3 | 
er jf | and writing-instrument lines. Prospects continue highly favorable. B1 | 
| | Mergenthaler Linotype: Company has made strides desvite a strike. This | 
| Glidden: Diverse operations include paints, vegetable oils, chemicals, old-line leader of the typesetting industry has strong finances. Company | 
nt | food products, naval stores. New products, including titanium dioxide also is a factor in defense work. B1 } 
a | development, enhance long-term prospects. High rate of expansion to , 
as ie continue over next several years. C2 Minnesota Mining & Manufacturing: Stock has had sharp run-up and has | 
| been split since our comments of a year ago, which we would repeat: 
Grace (W. R.) & Co.: Acquisitions and diversification program have greatly “Outstandingly progressive company in adhesives, coated abrasives, record- 
expanded operations. Engaged in Latin-American commerce, manufacturing ing tape and other specialties. Topnotch research and development of 
as chemicals, transportation, finance in this country and abroad. Growth new products assures long-term growth.’ Al 
ads | prospects are good. 
ne } National Lead: Growth of this diversified company over the post-war 
an | Halliburton Oil Well Cementing: Specialist supplier in oilwell drilling and decade has been outstanding. Prospects are bright for continued growth. 
19 | maintenance work, including cementing. Rising earnings trend should con- Rise since a year ago, when it was catalogued as ‘‘most attractive,’’ has 
| tinue. Stock has risen sharply in past year. B1 been steep. 
| RATINGS: A—Best grade. B—Good grade. 
C—Speculative. D—Unattractive. 
'—Improved earnings trend. °“—Sustained earnings trend. *“—Lower earnings trend. 
——l | 
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SPECIAL SECTION OF MID-YEAR DIVIDEND FORECAST* 


Survey of 36 Unclassified Stocks (Continued ) 


—— Ist 6 Monthx—————_—_ 


————_——————Ist 6 Months—£ ——-@ ———_-_ _______ ___Full Year ee 

Net Sales Net Profit Margin Dividend Per Share Price 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent _ODiv. 
__{Millions)____ % % 1955 1956 1954 1955 1955 1956 1955-56 Price Yield 


NATIONAL SUPPLY $121.5 $ 47.5 3.6% 55% $2.86 
W.C. (mil.) ‘54—$74.3 
W.C. (mil.) ‘55—$79.4 


OUTBRD. MARINE CORP. 71.5° 100.2 10.7 = 11.08 3.59% 
W.C. (mil.) ‘54—$19.3 
W.C. (mil.) ‘55—$29.3 


RHEEM MFG. , 81.7 82.8 3.9 1.3 1.89 
W.C. (mil.) ‘54—$36.1 
W.C. (mil.) ‘55—$36.2 


SCOVILL MFG. .... . 70.2 80.2 5.0 4.1 2.44 
W.C. (mil.) ‘54—$27.1 
W.C. (mil.) ‘55—$29.3 


SHEAFFER (W. A.) PEN 5.7 5.94 6.14 8.04 434 
W.C. (mil.) ‘54—$ 9.4 
W.C. (mil.) ‘55—$10.0 


SIMMONS CO. 63.6 68.0 4.6 a4 2.30 
W.C. (mil.) ‘54—$42.9 
W.C. (mil.) ‘55—$41.8 


SMITH (A. O.) CORP. 170.95 = 181.1% a2" 2.8" 3.78° 
W.C. (mil.) ‘54—$61.2 
W.C. (mil.) ‘55—$62.7 


UNITED FRUIT n.a. n.a. 2.16 
W.C. (mil.) ‘54—$55.3 
W.C. (mil.) ‘55—$62.0 
VAN. CORP. OF AM. 12.25 17.8° 8.6 10.3° 93° 
W.C. (mil.) ‘54—$15.9 
W.C. (mil.) ‘55—$19.5 


VISKING CORP. 27.8 29.7 8.6 9.0 1.11 
W.C. (mil.) ‘54—$6.3 
W.C. (mil.) ‘54—$7.8 


WESTERN UNION 98.3° 102.07 5.27 5.47 997 
W.C. (mil.) ‘54—$29.0 
W.C. (mil.) ‘55—$28.9 


WRIGLEY (Wm.) Jr. Co. 42.8 44.8 14.0 12.8 3.05 
W.C. (mil.) ‘54—$48.8 
W.C. (mil.) ‘55—$49.5 


W.C. Working Capital. 
1_Fiscal year ended Sept. 30. 
*—Fiscal year ended Feb. 28. 
3—Fiscal year ended July 31. 
*—3 months ended May 31. 


National Supply: Rise since a year ago, when it was cited as having 
“above-average appreciation potential,” has been steep. High rate of 
operations by the oil and gas industries, of which it is a supplier, points 
to continued business growth. Bl 


Outboard Marine: On March 3, 1956, we noted the cormpany “is in for 
a whale of a year.’ Use of outboards is in strong uptrend. Demand is 
for higher-priced, higher horsepower motors. Stock has risen 20 points in 
interim. Long-term growth prospects remain bright, but issue has dis- 
counted a lot of prosperity. B1 


Rheem Manufacturing: Starting-up and changeover costs involved in major 
expansion programs have caused erosion in earnings. Added factors were 
competitive pricing policies in appliance field and declining home-building. 
Dividends on common have been deferred. C3 


Scovill Manufacturing: This metal-fabricating company has a 100-year 
dividend record. Company has major stake in such consumer items as 
electrical appliances, plumber supplies, safety pins, tire valves and tire 
pressure gauges. B2 


Sheaffer (W. A.) Pen: Maker of quality writing instruments, is outstanding 
for aggressive sales promotion and new-product development. This field 
is bitterly competitive and costs are high. C2 


Simmons Co.: This leading producer of bedding equipment reversed down- 
trend last year and is on its way now to topping 1955 showing. Company 
is expanding in South and Midwest, as well as overseas. Dividend record 
good and payout liberal. Bl 


RATINGS: A—Best grade. B—Good grade. 


$5.52 $6.05 $7.51 $2.50 $3.00 


8052-38354 77 3.9% 


4.68% 2.55! 3.68! 1.15 1.60 


6238-318 61 2.6 
55 3.67 3.10 2.40 1.00 4534-22 22 «7.3 
2.24 3.20 3.86 2.50 2.50 40%-25% 37 67 
584 2.64- 2.49- 1.80 1.80 36%2-22'2 25 7.2 
2.39 4.18 5.31 3.00 3.00 55%2-4534 52 ; 5.8 
soi sai° 6.01" 2.00 2.80 67 -37% 66 4.2 
2.00 3.59 3.82 3.00 3.00 60 -49% 50 6.0 
1.55° 2.50 4.65 1.80 2.30 55%-35% 50 4.6 
1.24 1.68 2.35 92 1.00 42 -23 39.2.6 
89° §=1.27 1.88 94 1.00 287%-18'2 19 5.2 
2.93 5.80 5.91 5.00 5.00 103'2-86 94 «53 


°—3 months ended May May 31. 

5—9 months ended June 30. 

7—5 months ended May 31. 

8—9 months ended April 30. 

*—Figures adjusted for stock splits and stock dividends. 


Smith (A. O.) Corp.: More liberal dividends, envisaged here a year ago, 
have materialized for this producer of welded pipe and car frames 
which has broadened its product line. Management, young and aggressive, 
is planning intelligently for future. Better product mix is emerging. Bl 


United Fruit: This larcest producer and exporter of bananas has an over- 
riding stake in Latin American countries. Latest estimates of available 
fruit for this year indicate it will be in position to supoly more adequately 
the demand for bananas. Production costs being lowered. This should be 
a good year. Bl 


Vanadium Corp. of America: Banner year looms for this largest domestic 
producer of vanadium, second largest producer of ferro-allovs, and miner 
and miller of uranium for atomic energy program. The $5.50 a share 
envisaged for 1956 may fall short owing to the steel strike. Bl 


Visking Corp.: Comoany continues in leading vosition in cellulose plastics 
and polyethylene film. Aggressive research has helped rapid growth. 
Dividend policy expected to remain conservative for some time owing to 
capital needs. BI 


Western Union: Operating revenues and net hold well despite higher 
messenger costs stemming from the increase in the statutory minimum 
wage. Pushing ahead in leasing of private wires and facsimile systems. B2 


Wrigley (Wm.) Jr. & Co.: Company is kingpin of chewing-gum field. 
Gradual and sustained growth predicated on population rise. This is a high- 
quality income issue. Yield is liberal. Some dividend paid in each year 
since 1913. A2 


C—Speculative. D—Unattractive. 


'—Improved earnings trend. “—Sustained earnings trend. “—iower earnings trend. 
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The farm-equipment group continues to take the 
bimps (THE MAGAZINE, August 4). Oliver Corp. and 
J. I. Case Co. are seeking to overcome deficits by 
merging their properties. International Harvester 
Co., also feeling the pinch of sluggish business, will 
stop tractor production at its Louisville and Rock 
Island plants, beginning October 1, for at least five 
weeks. The industry is striving to bring inventories 
of finished tractors in line with lower demand for 
its products. Ford Motor Co. tractor and implement 
division calculates industry-wide farm-equipment 


sales thus far in 1956 are down about 25% from 
the like 1955 period. 
Automotive output in July was up 4.38% from 


June, reversing a downtrend that set in early this 
year. The July pickup resulted from increased pro- 
duction by all of the companies except General 
Motors and Studebaker-Packard. Car-makers pro- 
duced 448,804 units last month, against 430,141 in 
June. Production, however, was 32% under the 
659,763 cars in July of 1955. Output for the first 
seven months totaled 3,640,510 cars, a decline of 
25.9% from the 4,911,115 inthe corresponding 
period of 1955. 


Warner Bros. Pictures, Inc. has invited tenders of 
iis common stock at a purchase price not greater 
than $28.50 a common share. Deadline for such 
tenders is 3 PM on Wednesday, September 5. Under 
terms of its bid, Warner Bros. will use up to $20 
million of its funds to purchase common shares at 
the lowest prices tendered. At the time of the offer 
the company also disclosed that Harry M., Albert 
and Jack Warner would tender an aggregate of 
100,000 shares of common at $27.50 per share. 


General Tire & Rubber Co. has come up with a 
new premium tire designed to provide increased 
safety, durability and maneuverability. Dubbed the 
Dual 90, the new tire is the result of two years of 
research and development. It is built with ‘dual 
curvature” to give it “two separate points of contact 
AUGUST 
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Keeping abreast of 


Corporate Developments 








with the road instead of one.” Nation-wide sale is 
slated for next month. 


The Convair division of General Dynamics has 
received orders for a total of 25 additional Metro- 
politan twin-engine transport planes. These new 
orders, which bring the number of Metropolitans 
purchased since last autumn to 111, were placed by 
domestic and foreign carriers. Fifteen of the 25 
represent additional quantities purchased by lines 
already using them. 


Westinghouse Electric Corp. full line of major 
appliances, with the exception of home-laundry 
equipment, rose 1% to 10‘ at wholesale this week. 
These price boosts are expected to be reflected on 
about the same percentage basis at the retail level. 
Anticipated increases in steel costs were just one 
factor in the boosts by Westinghouse, where wages 
went up this year after a five-month strike. Costs 
have been mounting on other fronts, too. The com- 
pany has found appliance line has become so fiercely 
competitive “‘as to be almost unprofitable.” Products 
affected by this week’s boost include refrigerators, 
freezers, ranges, water-heaters, food-waste dispos- 
ers and dishwashers. 


Union Bag-Camp Paper Corp., which grew out of 
the merger of Union Bag & Paper Corp. and Camp 
Manufacturing Co. this year, is going in for diver- 
sification and expansion. Acquisition of substan- 
tially all the assets and business of the American 
Creosoting Co. of Louisville gives Union Bag-Camp 
38,000 acres of Georgia timberland near Union 
Bag’s Savannah pulp and paper mill. Details of the 
acquisition were not disclosed. American Creosoting, 
in addition to the Georgia acreage, has seven sub- 
sidiaries and operates 23 plants in the East, South 
and Midwest. It is a major factor in the preserva- 
tive treatment of railroad ties, telegraph poles and 
other wood products. The company will be operated 
as a subsidiary of Union Bag under the American 
Creosoting name. 


667 




































































August 


Since 1897 net August advances 
by the daily industrial average 
have exceeded the number of de- 
clines by a ratio of a little better 
than 2-to-1, which is about in line 
with the average July pattern. 
For rails, July has been a better 
month than August. The reverse 
this year would not be surprising. 
Industrials had a good July rise, 
which could be at expense to net 
August results. Rails rose little in 
July. For both averages, Septem- 
ber and October have been down 
months slightly more often than 
they have been up months. In any 
month the long-term average per- 
formance is, of course, a tenuous 
thing to rely on. Of primary con- 
cern now, most basically good 
stocks are more dear than cheap 
—many of them very dear—and it 
is increasingly difficult here to 
find issues which can be recom- 
mended for medium-term capital 
gain potentials. 


Suppliers 


The oil industry will continue 
to expand, to build pipelines, to 
drill and maintain oil and gas 

| wells, to dig deeper for oil. This 
is favorable to companies supply- 
ing the industry with equipment 
or services. There are a number 
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of them. In terms of the propor- 
tion of total revenue derived from 
oil-company business, the two 
most prominent are National Sup- 
ply and Halliburton Oil Well Ce- 
menting, the latter recommended 
here earlier at lower levels. Both 
stocks recently attained new all- 
time highs. Both companies will 
have record 1956 earnings. Halli- 
burton is a service company, Na- 
tional a maker of a variety of 
equipment, including pumps, drill- 
ing apparatus and, especially, 
tubular goods. National might 
earn around $9 or so a share this 
year, against $7.51 last year and 
a previous peak of $8.01 in 1948. 
Halliburton should net over $5.50 
a share, against 1955’s record 
$5.12, which was over 214 times 


its 1948 profit. At 77, National 


ror PROFIT ano INCOME 


commands a considerably lower 
price-earnings ratio than does 
Halliburton at 85. The reason is 
that National’s sales, earnings 
and dividends have been much 
more variable from year to year 
than Halliburton’s. The latter is 
a genuine growth stock, the for- 
mer more of a cyclical stock. Hal- 
liburton is the better of the two 
for long-term holding. We would 
not buy either at present levels. 
Oils 

The sell-off in international oils, 
following Egypt’s confiscation of 
the Suez Canal, is moderate so 
far, when measured against their 
huge prior advance; but it could 
go further. The possible long-run 
political threat to American hold- 
ing of Mid-East oil — huge and 








Alco Products 

Aluminum Co. of America 
American Machine & Metals 
Avon Products 

Bayuk Cigars 

Bliss, E. W. 

Borden 

Carborundum 

Crown Zellerbach 

Food Fair Stores 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1955 1956 
6 mos. June 30 $ .81 $1.02 
6 mos. June 30 2.12 2.31 
6 mos. June 30 2.28 2.54 
6 mos. June 30 1.84 2.19 
6 mos. June 30 .63 .87 
6 mos. June 30 1.01 1.52 
6 mos. June 30 2.14 2.27 
6 mos. June 30 1.58 2.06 
6 mos. June 30 1.45 1.76 
52 weeks April 28 2.37 2.68 














THE 





MAGAZINE OF 


WALL STREET 


imm 

} wor! 
» gues 
» tion: 
» have 
» long 
» nica 
been 
ings 
© sup} 
B ning 
® ing 


See 


abo 




















work. But three things are not 
guesswork: (1) leading interna- 
tional and domestic oil stocks 
have had a big market play for a 
F long time, increasing their tech- 
) nical vulnerability ; (2) they have 
been outrunning gains in earn- 
) ings and dividends; (3) domestic 
supply of gasoline has been run- 
ning ahead of demand, threaten- 
ing possible unsettlement of the 
price structure. We would not 
liquidate long-pull investment 
) holdings of good oils. We would 
> not urge new buying at present 
levels. We would not be surprised 
if ‘hey have a substantial market 
shakedown ahead of them. 






Fro nt-runners 


~ 


Stocks showing special strength 
iat this writing include Alcoa, 
Armco, Atlas Powder, Bethlehem 
Steel, Boeing, Eastern Air Lines, 
Gillette, Electric Storage Battery, 
Gamewell, General Dynamics, 
Gimbel Bros., Goodyear Tire, 
Harbison-Walker, Kaiser Alumi- 
‘num, International Nickel, Joy 

| Manufacturing, Link Belt, Mc- 

Graw-Hill, Mississippi River Fuel, 
ver | St. Regis Paper, Sunray Oil, 
oes | Trane, Masonite, U. S. Gypsum, 
is | U.S. Pipe, U. S. Steel and Worth- 
gs § ington. 





“n ) Soft 

is There are plenty of stocks 
r- which are either on the weak side 
al- } or getting nowhere. A few are: 


vo § Colgate, Coca-Cola, Briggs Man- 
iid f§ ufacturing, General Instrument, 
'Green, Manhattan Shirt, Celan- 
ese, Industrial Rayon, Ruppert, 
| Allied Stores, Burlington Indus- 
ls, | tries, Chrysler, Schenley, Aldens, 
of American Radiator, Clevite, Hey- 
so | den Chemical, Paramount, Radio, 


co 





ir and Textron. 

ld | 

un | Car Leasers 

\d- There is gradual growth and 


immensely valuable—is now guess- business of leasing specialized 


freight cars. The two leading 
companies are General American 
Transportation and Union Tank 
Car. The former has paid contin- 
uous dividends since 1919, the lat- 
ter since 1914. Operations of both 
have been continuously profitable, 
although profits, were cut consid- 
erably under deep depression con- 
ditions. It takes a business reces- 
sion more important than those of 
1948-1949 or 1953-1954 to make 
much difference to them. Union 
Tank Car, originally a division of 
Standard Oil (New Jersey), is 
the more stable of the two. It has 
a fleet, which is being substantial- 
ly enlarged, of more than 50,000 
tank cars, principally used for 
petroleum products. It builds its 
own cars. It has exclusive con- 
tracts with nearly all of the Stan- 
dard Oil companies and with 
many other leading oil companies. 
Despite recent equity financing 
for expansion, 1956 earnings 
should be close to 1955’s record 
$2.60 a share. The $1.60 dividend 
is conservative. Payments have 
been raised for four consecutive 
years. The stock yields better than 
5% at 31; and appears in line for 
moderate, gradual long-term ap- 
preciation. 


General American 

This company is more diversi- 
fied. It has a fleet of over 62,000 
tank, refrigerator, stock and other 
specialized freight cars. A little 
over half of revenue derives from 
car-leasing and storage-terminal 
operations; the balance from 
manufactures, which include 
freight cars, a variety of indus- 
trial equipment, plastics, chemi- 
cal nickel-plating, etc. Profit this 
year may be over $6 a share, a 
new peak, against 1955’s record 
$5.25. The $2.80 dividend rate 
probably will be raised soon or be 
supplemented with a_ year-end 
































nd | above-average stability in the extra larger than last year’s 25 
__ 
DECREASES SHOWN IN RECENT EARNINGS REPORTS 
1955 1956 
American Colortype 6 mos. June 30 $ 72 $. 13 
f American Viscose 6 mos. June 30 2.27 1.73 
>} O&O W Cigar 6 mos. June 30 -82 77 
i Fenestra, Inc. 6 mos. June 30 1.73 1.38 
‘|| Holland Furnece 6 mos. June 30 .08 (d) .25 
{| & O F Glass Fibers . 6 mos. June 30 -22 -10 
McCall Corp. 6 mos. June 30 1.11 -90 
New Jersey Zinc . 6 mes. June 30 1.31 52 
Weyerhaeuser Timber . 6mos. June 30 1.06 1.04 
I occ cs sess cocinaeanelascuanmedemias 6 mos. June 30 1.27 82 
=, ema ame wen - ae ~~ er 
ET AUGUST 18, 1956 











cents. At 68, the stock yields 4.1% 
on the regular rate. It is a sound 
holding. 


Cigarettes 


In May, taxes paid on factory 
shipments of cigarettes — the best 
available measure of consumption 
—were 5% above a year ago. The 
year-to-year gain for the first five 
months of 1956 was slightly over 
4%. If the cigarette-cancer scare 
is not dead, it at least seems to 
have become more dormant than 
active. Reynolds Tobacco has the 
best long-term record in the in- 
dustry. It made a better showing 
than the larger American Tobac- 
co in the first half and is assured 
of a record year, with profit prob- 
ably between $5.50 and $6 a share, 
against 1955’s $5.05. That will 
mark the fourth consecutive year 
of higher profits, the third con- 
secutive year of record profits. 
The $3.20 dividend rate, raised 
from $2.80 in June, is secure. 
Around 56, yielding about 5.7%, 
the stock is suitable for buying 
by investors interested in a good 
income return. Appreciation po- 
tentials are moderate, if not mod- 
est, unless and until the dividend 
is raised further, as may be pos- 
sible over a period of time, but 
hardly any time soon. 


Steels 


Steel shares remained behind 
the market, in an extended con- 
solidation phase, for some time 
before the strike, gained ground 
during the strike and have since 
been among the market leaders, 
recording substantial gains. The 
$8.50 a ton price boost will 
“sweeten” margins and earnings, 
more than offsetting higher labor 
costs. The industry is in a sounder 
position than in older times, serv- 
ing much more diversified mar- 
kets; and large further long-range 
growth is indicated—which is why 
all leading companies have sched- 
uled major additions to capacity 
over the next several years. But 
it is still a cyclical industry. Some 
dividend boosts are probable, but 
payouts will remain generally low 
because of heavy capital needs. 
As strong a company as Inland 
recently had to do $50 million in 
bond financing. Some equity fi- 
nancing is no doubt ahead, market 
conditions permitting. Among the 
best steel stocks to hold are U. S. 
Steel, Armco, Inland, Bethelehem 
and Republic. However, price- 

(Please turn to page 676) 
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Business 
Trend 
Forecaster 


J 


Wi the many revolutionary changes in our economy, 
it must be clear that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. Therefore you will 
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*—Seasonally adjusted except stock and commodity prices. 
(a)—3 month moving average. 
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ACTIVITY 


Industrial Production 
(FRB INDEX 1947-1949-100) 


SCALE AT LEFT 
eo 


D FORECASTER 


SCALE AT RIGHT 


THE 


STRENGTH MEASUREMENT 


5 WS ; 


be greatly interested in the newly devised Trend Forecasier, 
developed over a period of several years, which employs those 
indicators which we have found to most accurately projec 
coming trends in business. 


We use the indicators (Components of Trend Forecaster 
which are in this class and have been selected by us as the basis! 
for the Trend Forecaster above. When the Forecaster changes 
its direction up or down a corresponding change in our econom) 
may be expected several months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re? 
flects the rate of expansion or contraction in the making. When) 


particularly favorable indications cause a rise that exceed! 
plus 3 for a period of time, a strong advance in general busi! 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con 
traction in our economy. 

We believe that subscribers will find our new Business Trend 
Forecaster of increasing usefulness both from the investmeni 
and business standpoints. 


Current Indications of the Forecaster 


Several components of the Trend Forecaster are sti 
declining. In June, average hours worked slipped further anc 
new incorporations turned down. Housing starts, industria 
commodity prices and business failures also declined. 

In July, and despite the impact of the steel strike, sensitive 
business indicators were showing some signs of improvement 
Both commodity prices and stock prices improved, and busi 
ness failures were smaller than in June. 


In the most recent month for which figures are available” 
the Trend Forecaster itself has continued the decline begun) 
early in 1956. However, the rate of decline has slowed 0) 
little, and the Relative Strength Measurement, while) 


still negative, has turned up. All of this suggests that business 
trends are now more than usually mixed, as they were in 
mid-1951. The settlement of the steel strike will result in an 
automatic rebound in business activity. However, the position 
of the Trend Forecaster indicates that this recovery will be 
rather mild and certainly will not match the pronounced 
upswing that followed the steel strike of 1952. 
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Analyst 


CONCLUSIONS IN BRIEF 


INDUSTRY — Total production activity, depressed by 
the strike during July, is now in a rebound that is 
expected to carry into the fall, but at a diminish- 
ing rate. 


TRADE — Retail volume continued strong in July. 
Rising wage incemes indicate higher volume in the 
next several months, with gains concentrated in 
soft goods. 


MONEY AND CREDIT — Low corporate liquidity and 
high demand for funds for capital outlays and inven- 
tory are still keeping the money market tight. No 
important easing is expected for several months. 


COMMODITIES — Price trends in raw materials have 
been tilted slightly upward by tension over the Suez 
Canal issue, and by rising labor costs in steel and 
other materials industries. It remains to be seen 
whether renewed buying will be able to maintain 
the price level in the face of sizeable supplies and 
large output of many commodities. 








MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 
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While the STEEL STRIKE was not long enough to 
strip inventories, it has precipitated a recovery in steel 
itself, and several steel-consuming industries. As a result, 
industrial production and wage incomes are now rising, 
and will doubtless continue to advance into the fall. 


By the time the recovery of steel operations has reached 
a higher level, automobile assemblers will be expanding 
output of new models, and total business activity should 
be stable to rising moderately in the months ahead. How- 
ever, no very sharp advance is in prospect, partly because 
of CONTINUING WEAKNESS IN RESIDENTIAL BUILD- 
ING. Moreover, automobile production will remain low at 
least until about mid-October, and even after changeovers 
are complete, the schedules of the major automobile com- 
panies do not indicate that new records will be set. One 
strength for the next six months is CAPITAL GOODS DE- 
MAND, which is still expanding, although actual produc- 
tion of capital goods has been hampered somewhat by 
shortages of heavy steels. Shipments of machinery and 
equipment have been moderately affected by the strike 
in the third quarter; in the fourth quarter the loss will ap- 
parently be made up. 


The present situation is uncertain enough to suggest the 
possibility of either further INFLATION, or RECESSION. 
In these circumstances, credit policy can be the tipoff to the 
coming trend. It should be borne in mind that any sharp 
change in Federal Reserve policy in the direction of easing 
the money market could well extend the current recovery 
into 1957, and would at the same time apply considerable 
upward pressure on commodity prices. Until such a change 
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r 
THE MONTHLY TREND | unis | Month Month Month = Ago-—« | PRESENT POSITION AND OUTLOOK 
| emai 
y oo -aulheragpegaal ental ee we a _ - takes place, however, neither business 
ne ey ——}1947-9-100 | June se 129 128 a > smi ~ — in 
eee |1947-9-100 | Sune 130 130 122 the explosively bullish way they behaved 
7 — —— | __._| after the 1952 steel strike. 
RETAIL SALES* |$ Billions | May 15.9 15.5 15.4 ag al 
a : | $ Billions | May 5.4 5.3 5.5 
|| ae 10.5 102 99 GROSS NATIONAL PRODUCT—New 
Dep't Store Sales SSS—*'1947--'9-100 | May 122 122 117 estimates on this aggregate measure 0’ 
|_| ] economic activity show that the nation’: 
MANUFACTURERS’ total output of goods and services in the 
New Orders—Totol*___ ____ | $ Billions June 28.1 28.9 27.8 second quarter was running at a $408 
Durable Goods___ _| June 14.4 149 14.0 billion annual rate. Despite the stee 
Nondurable Goods _—_— | $ Billions June 13.8 14.1 13.8 strike, the rate of national output is evi- 
Shipments*___ ___| $ Billions June 27.7 27.8 27.1 dently still climbing, and it would not be 
Durable Goods __ nncincinsens | June 13.9 13.8 13.5 surprising if it reached $415-billion by 
Nondurable Goods . | $ Billions June 13.8 14.0 13.6 year-end. But note that most of this rise 
= 2 era a ot Lswill show up in only a few component: 
BUSINESS INVENTORIES, END MO.* | $ Billions May 85.2 84.5 78.3 of the total; personal spending for ser 
Manufacturers’ —|$Gitions =| May = —_ _ vices is still in a clear uptrend, and sc 
Wholesalers’___ —|$Billions | May 12.7 12.6 11.8 are the outlays of state and local gov. 
Rotators ———__ —— | 9 Sons —_ —_ — _ ernments. An increase is also probable 
Dept. Store Stocks _____________ | 1947-9-100 | nine =. _ _ _ | in the “producer durables” component 
CONSTRUCTION, TOTAL __— |g pititens §6| dune 4.0 37 3.9 But in several important sectors—construc- 
Private__—s = $ Billions June a | 25 2.8 tion and consumer durable goods—nce 
Residential_—==— CS __ | $ Billions | June 1.4 1.3 1.5 significant = © in prospect the rest of 
Nonresidential_____——=————| $Billions. =| June 0.8 0.7 0.6 this year. National output for 1956 as 
I lee Thousands | June 1,070 1,110 ~—‘'1,110 a whole now seems likely to average 
Contract Awards, Residential—b_ $ Millions | June 826 1,129 951 about $18-billion higher than 1955, anc 
Ritte+ $Millions | June 1,352 1,351 —‘1,204 a new record. 
————— —_ — | * * * 
EMPLOYMENT 
Total Civilion___ : __| Millions June 66.5 652 65.0 CORPORATE PROFITS and corp- 
Non-Farm___ a __| Millions | June 51.5 51.1 49.4 orate spending — Preliminary indi- 
has ra __| Millions go 71 72 69 cations for corporate profits in the sec- 
Trade SSSCS=S Millions | June 11.0 11.0 10.6 ond quarter were not noticably changed 
Foctory———___ __| Millions | June 13.1 13.0 13.1 from the previous quarter of a year ago. 
Hours Worked. | Hours | June 40.1 40.0 40.7 The big-profits uptrend that began in the 
Hourly Earnings | Dollars | June 1.98 1.96 1.87. | last half of 1954 has apparently come to 
Weekly Garalags. | Dollars | June 79.40 78.40 76.11 a halt. This focuses attention on the con- 
—_ — | ——— eee — | tinuing heavy demands on cash now 
PERSONAL INCOME* _| $ Billions | June 324.2 322.8 306.0 faced by virtually all corporations. The 
Wages & Salaries__ | $Billions | June 224 223 211 rate of cash demands for new plant and 
Proprietors’ Incomes a _ | $ Billions | June 50 50 49 equipment is now $10-billion a year 
Interest & Dividends $ Billions | June 30 29 27 higher than it was in mid-1955, and 
Transfer Payments $ Billions | June 19 19 18 dividend demands are now about $1.5- 
Farm Income ——|$Billions | June 15 15 16 billion higher. Corporate liquidity, as 
cence tina capiemmnrunmamamanmassarenntcei 5 hme | | measured by the ratio of cash and gov- 
CONSUMER PRICES mm met = aan ae ernment securities to current liabilities, 
ae _ mil -"9- une ; : ; ° ° 
Clothing =| 194 7-'9-100 | pom 1048 1048 1032 - regions | lower than a year ago, 
| and it is not likely to improve much in 
Pee ee | oe ees of OE 
MONEY & CREDIT | | + * > 
All Demand Deposits*__________|$Billions | June 106.8 105.7 104.9 CREDIT DEMAND — In June, as in 
a ies - aa « en a re 0 earlier months of the year, instalment- 
usiness Loans Uutstanding—c | . . ° . 
Instalment Credit Extended*__._ | $ Millions June 2,951 3,051 3,179 pee lis og gl = + aa ye 
Instalment Credit Repaid*_______| $ Millions lune 2,831 2,904 2.612 | bee cain - or 8 * gpl Pema 
FEDERAL GOVERNMENT | rence of new debt, and the total volume 
Budget Receipts _____| $ Billions June 11.6 71 107 of instalment debt outstanding has been 
Budget Expenditures _____ | $ Billions June 6.8 35 6.8 rising only slightly. In June, the rise was 
Defense Expenditures ___| $ Billions June 43 3.3 3.9 only $120-million (after seasonal adjust- 
Surplus (Def) cum from 7/1_____| $ Billions June 1.8 (3.0) (4.2) | ment), the lowest increase of the year 
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and Trends 





QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 


In Billions of Dollars—Seasonally Adjusted, at Annual Rates 





a 





wv 





= 








omarmrwpyw 


income over personal consumpti 


Seasonally adjusted. (a)—Private starts, at a nee (b)—F. 


on expenditures. —Estimated. (f)- 


W. Dodge, for 37 states. (c 


1956 —————1 9 § 5 _—_____ 
SERIES i 1 IV i 
Quarter Quarter Quarter Quarter 
GROSS NATIONAL PRODUCT ee 408.5(f) 403.4 401.9 387.4 
Personal Consumption__ oe 264.3(f) 261.7 259.5 251.8 
Private Domestic Invest.__ 64.6(f) 63.1 65.1 60.2 
Net Foreign Investment___ 1.0(f) 0.1 0.8 -0.9 
Government Purchases___ 78.6(f) 78.5 78.1 76.2 
See 46.0(f) 46.4 47.2 46.3 
State & Lecal____ 32.6(f) 32.1 30.9 29.9 
PERSONAL INCOME 322.9(f) 317.5 314.6 303.8 
Tax & Nontax Payments___ 38.1(f) 37.3 36.3 35.3 
Disposable Income_____— 284.8(f) 280.2 278.4 268.5 
Consumption Expenditures__ 264.3(f) 261.7 259.5 251.8 
-ersonal Saving—d__-_ 20.5(f) 18.6 18.8 16.7 
IRPORATE PRE-TAX PROFITS* na 43.7 46.4 39.7(1) 
corporate Taxes ——— . na 22.1 23.4 20.0(1) 
Corporate Net Profit__._.___ na 21.6 23.0 19.7(1) 
Dividend Payments___ 12.1(f) 11.8 12.1 10.4(1) 
Retained Earnings__-__-__ na 9.8 10.9 9.3(1) 
ANT & EQUIPMENT OUTLAYS 36.7(e) 32.8 31.5 27.2 
THE WEEKLY TREND 
| Week Latest Previous Year 
Unit Ending Week Week _ Ago 
VS Business Activity Index*____ 1935-’9-100 | July 28 255.3 255.8 273.5 
MWS Index—per capita*__ | 1935-’9-100 July 28 198.1 198.5 215.4 
teel Production —_____— | Thousand Tons July 28 419 377 2,098 
uto Production__ ——— Thousands Aug. 4 140 144 171 
aperboard roduitten.. _ | Thousand Tons July 28 268 249 280 
umber Production___ | Thous. Board Ft. | July 28 253 249 260 
lectric Power Output*____ | 1947-'49-100 July 28 212.8 210.3 202.6 
reight Carloadings__ _ | Thousand Cars July 28 650 648 796 
ngineering Constr. Awards__ | $ Millions Aug. 2 309 397 318 
epartment Store Sales__ 1947-'9-100 July 28 97 96 98 
Demand Deposits—c_________ | $ Billions July 25 56.1 55.8 56.4 
Business Failures__ Number Aug. 2 282 274 213 


_Weekly apestieg member banks. (d)— 
Estimated by Council of Economic Advisors. (g) 
S« urces: : Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau (na) “Not available. (r)—Revised. (i)—First Quarter. 





PRESENT POSITION AND OUTLOOK 


No further increase in outstanding in- 
stalment debt is likely until November, 
when Christmas buying and new auto- 
mobile models may start debt figures 
climbing again. In the meantime, con- 
sumers cannot be blamed for the current 
pressure on credit; that comes mostly 
from business demands, to finance new 
plant, equipment and inventory. 


* * * 


LUMBER is one industry that has got- 
ten itself caught in the grip of the 1956 
downtrend. Falling home building, which 
takes the lion’s share of lumber output, 
and a weakening in furniture orders, 
which takes a good share of hardwoods, 
have removed much of the steam from 
the lumber market, and prices have 
weakened significantly. Production in the 
last half is likely to equal first-half out- 
put, which was cut by bad weather, but 
the trend of output is expected to be 
down. 


* * * 


SOFT GOODS sales have held up very 
well thus far in the summer, and the fall 
outlook is bright. That goes for depart- 
ment stores, apparel stores, general mer- 
chandise stores, drug and variety stores, 
and service stations. Prices of soft goods 
(except food) have been stable all year; 
they could well rise somewhat in the fall. 


Excess of disposable 
-337 non-financial centers. Other 
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1956 

No. of 1956 Range 1956 1956 (Nov. 14, 1936 Cl.—100) High Low July 27 Aug. 3 

Issues (1925 Cl.—100) High Low July 27 Aug. 3 100 High Priced Stocks 244.6 209.2 241.1 244.6H 
300 Combined Average ........ 352.4 315.9 349.0 352.4H 100 Low Priced Stocks 411.1 378.9 403.2 404.9 
4 Agricultural Implements ....... 327.1 251.9 284.6 271.5 4 Gold Mining 282.7 734.4 756.6 749. 2 
3 Air Cond. (‘53 Cl.—100) 113.8 98.8 107.8 108.8 4 Investment Trusts 171.2 150.8 158.7 160.2 
9 Aircraft (‘27 Cl.—100) .......... 1208.2 1064.6 1172.3 1208.2H 3 Liquor (‘27 Cl.—100) 1076.2 974.7 1025.5 1045.8 
7 Airlines (‘27 Cli.—100) ........ 1117.4 950.3 1033.9 1044.3 9 Machinery 490.0 370.4 482.3 478.4 
4 Aluminum (‘53 Cl.—100) ...... 566.7 337.1 533.4 566.7H Be IID oncnikdsoastancessncerees 217.3 186.6 199.7 199.7 
6 Amusements , 172.3 147.2 164.4 166.0 4 Meat Packing 170.7 127.7 155.9 154.6 
9 Automobile Accessories ere 2S 334.5 366.6 363.0 5 Metal Fabr. (‘53 Cl.—100) 213.2 183.3 203.8 205.7 
6 Automobiles .... 52.2 47.1 50.2 50.7 10 Metals, Miscellaneous 464.9 404.7 430.5 443.4 

4 Baking (‘26 Cl.—100) . 28.7 26.7 27.0 27.6 4 Paper 1312.3 997.3 1301.8 1312.3H 
3 Business Machines 1171.3 831.5 1162.3 1171.3H 22 Petroleum 872.3 675.8 858.5 872.3 
6 Chemicals ................ 652.3 556.5 616.4 634.3 21 Public Utilities 264.0 246.4 264.0 264.0 
4 Coal Mining ............ 23.5 19.2 22.7 22.3 7 Railroad Equipment 95.1 85.2 94.2 94.2 
4 Communications 114.3 100.7 105.9 104.9 20 Railroads 82.0 71.3 75.9 76.7 
9 Construction 140.0 112.3 138.8 142.4 3 Soft Drinks 544.8 491.9 491.9 486.6 

7 Containers 853.7 731.7 853.7 846.0 12 Steel & Iron 352.4 283.8 336.9 352.4H 
7 Copper Mining 361.3 283.7 322.5 334.4 4 Sugar 66.2 60.1 65.0 65.6 
2 Dairy Products 121.1 111.7 120.0 121.1 2 Sulphur : 950.2 794.9 794.9 822.3 
6 Department Stores ................ 91.8 85.3 90.9 91.8 11 Television (‘27 Cl. —100) 44.5 37.1 37.5 37.5 
5 Drugs-Eth. (‘53 Cl.—100) ...... 198.3 165.0 193.1 194.8 5 Textiles Ss 184.4 149.4 149.4 153.1 
6 Elec. Eqp. (‘53 Cl.—100) ...... 220.8 178.9 217.2 220.8H 3 Tires & Rubber 201.0 169.9 193.7 195.5 
2 Finance Companies ....... 613.7 542.2 607.7 601.8 oct vscsiatecicsesntmendickios 96.7 91.0 93.9 94.8 
6 Food Brands ....... ‘ 301.6 284.0 295.7 298.7 2 Variety Sto oe Ne tS aes 298.8 278.5 290.1 293.0 
D WE oc cciccanccn ‘Te 157.6 168.8 168.8 15 Unclassifd (49 Cl. —100) 164.2 144.8 161.2 161.2 

H—New High for 1956. 
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Trend of Commodities 









SPOT MARKETS — Sensitive spot commodity prices were in 
a speculative move during the two weeks ending August 6, 
as the crisis over the Suez Canal sparked demand over a broad 
front. The Bureau of Labor Statistics’ index of 22 leading com- 
modities rose 1.8% during the period under review, to close at 
90.4% of the 1947-1949 period. Metals advanced 4.9%, while 
imports from the Far East, such as rubber and tin, moved sharp- 
ly higher. Near-term price trends for both of these are greatly 
dependent on the outcome of the imbroglio over Egyptian 
seizure of the Canal. On the domestic front, high output and 
adequate supplies of most commodities should limit advane- 
ing tendencies. 


FUTURES MARKETS — The warlike developments in the 


Middle East brought in considerable speculative buying of im- 











ported raw material futures in the two weeks ending August 7. i 
At the same time, domestic grains were mixed during th period 
and wheat prices trended lower. December wheat lost 1 cent 
in the fortnight to close at 22014. The decline in this com- [ 
modity was attributable to profit taking after the sharp run / 
up of mid-July. Longer term indications are still viewed as | 
bullish in the light of the Government’s new policy on wheat, | 
which will greatly increase exports of “free” wheat. This could | 
cause a very tight supply situation later in the season. Decem- 
ber corn advanced 2 cents in the two weeks ending August ~. 7 
Stocks of corn are above a year ago but more than two-thirds 





NA 


tours 


of the total is under control of the CCC. The large amount of 
corn under CCC control should lend support to this feed grain [ 
in coming months. a Th 
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ee AMJJASOND JFMAMJJASOND bil 
60'1949 1950 1951 1952 1953 1954 1955 1956 ae 1956 “ 
BLS PRICE INDEXES Latest 2Wks. 1Yr. Dec. 6 95 GS 
1947-49—100 Date Date Ago Ago 1941 (1947-1949—100) 

All Commodities July31 114.2 114.0 110.5 60.2 4 The 
Farm Products July 31 90.4 90.3 89.5 51.0 E ual 
Non-Farm Products July31 121.5 121.3 116.5 67.0 : hi 

22 Basic Commodities | Aug. 6 90.4 888 90.4 53.0 - ti 
9 Foods | Aug. 6 82.4 81.4 80.6 46.5 “= of 
13 Raw Ind’l. Materials Aug. 6 96.3 94.1 97.6 58.3 Reo 
5 Metals | Aug. 6 122.4 1166 116.3 54.6 brea 
4 Textiles | Aug. 6 787 789 818 563 FE aged 

Boala 

MWS SPOT PRICE INDEX MWS RAW MATERIALS SPOT PRICE INDEX Emec! 

14 RAW MATERIALS 175 pprod 

1923-1925 AVERAGE—100 phave 

170 1898 

AUG. 26, 1939-63.0 Dec. 6, 1941—85.0 P 
1956 1955 1953 1951 1945 1941 165 pende 

High of Year 169.8 1647 1622 215.4 98.9 857 057, 

Low of Year 163.1 153.6 147.9 176.4 96.7 74.3 160 pf $1 

Close of Year 164.7 152.1 1808 98.5 83.5 155 ings 

were 

DOW-JONES FUTURES INDEX DOW JONES FUTURES INDEX ithe , 
160 c 16078, 

12 COMMODITIES Re 
AVERAGE 1924-1926—100 155 155 

| 1956 1955 1953 1951 1945 194} J \/* lachic 

High of Year 157.2 1736 1665 2145 1064 846 |j190 150 rel 

Low of Year 149.8 150.7 153.8 1748 93.9 55.5 ~WHities 

Close of Year | 153.1 166.8 189.4 105.9 84.1 145 145 : 
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: 'The Personal Service Department of THE MAGAZINE OF WALL STREET 


§ 2. 
: intervals. 

13. No inquiry 
addressed envelope. 


onvelope. 


No inquiry will be answered which is mailed in 


15. Special rates upon request for those requiring 


wil] answer by mail or telegram, a reasonable number of inquiries on 
Sany listed securities in which you may be interested or on the standing 
Sand reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

‘onfine your requests to three listed securities at reasonable 


will be answered which does not enclose stamped, self- 


our postpaid reply 


additional service. 





General Mills 


am interested in defensive-indus- 
Diry securities yielding a fair income 
Breturn with a measure of growth possi- 


Hbilities over the long term. Your maga- 
ezine has spoke n well of General Mills 








weet cn! 1 would like to receive recent data 
a] 0) e company.” 
95 ; C. D., Milwaukee, Wise. 
93 § General Mills is in a defensive 
industry, the stock is of good 
quality and the company is 
91 Bach eving a measure of diversifi- 
cation. This augurs well for 
89 igrowth potentials over the long 
iterm. The following is a sales 
87 |Pbreakdown: flour, 50%; pack- 
peed foods, 20%; feeds, 17%; 
85 balance from farm-service stores, 
emechanical, chemical and special 
175\i)products. Consecutive dividends 
have been paid annually since 
170 B1898. 
Farnings for the fiscal year 
165 lended May 31, 1956, were $14,- 
057,000, representing an increase 
160 if $1 ,674,000 over last year. Earn- 
ings per share of common stock 
155 oa $5.68, compared with $5.02 
160 fe previous year. 
4 Record sales of $516,052,804 
55 compared with previous high of 
18513,651,149 in 1954-55 and were 
1504p echieved despite a decline in price 
levels of agricultural commodi- 
145 ties 
Construction was either begun 
===) completed during the past 
REETIAUGUST 18, 1956 





nine major new 
in five states and 


fiscal year on 
plant facilities 
Canada. 

A subsidiary company, General 
Mills (Canada), Ltd., continues 
to expand its Canadian markets. 

Sales of grocery products 
reached a new peak during the 
fiscal year. 

Increased service to the baking 
industry highlighted the year in 
the company’s flour operations. 
The company’s flour division con- 
tinued to help implement the 
bulk-handling of flour, an im- 
portant development for both the 
milling and baking industries. 

Growing sales, and strengthen- 
ing of programs and competitive 
position, also were reported by 
other company activities—insti- 
tutional products, formula feeds, 
soybean products, chemicals, spe- 
cial commodities, O-Cel-O 
sponges. Collectively, these activi- 
ties accounted for more than 16 
of the new products introduced 
during the year. 

The mechanical division also 
brought out new products and 
further strengthened its research 
and development program and 
this division is expected to show 


further growth in the years 
ahead. Current quarterly divi- 
dend is 75 cents per share. Pros- 


pects continue favorable. 









Pacific Lighting Corp. 
renewing my subscription to 
as I find I need it, for 
it is exce ptionally good for me. As Iam 
retired and in need of conservative in- 
vestments in stable industries yte lding 
good income return, ple ase submit infor- 
mation on Pacifie Lighting Corp.” 
J.T., Pittsburgh, 


“T am 
your magazine 


Pa. 


Pacific Lighting is the largest 
natural-gas distributor in the 
country, serving a population of 
about 7 million. This area is 
steadily growing, resulting in a 
constant expansion in _ pipeline 
capacity. The company’s dividend 


policy has been liberal with the 
present annual rate of $2 per 
share yielding a good income 
return. 

Pacific Lighting Corp. earn- 
ings for the 12 months ended 
June 30, 1956, show net income 


applicable to the corporation of 
$21,073,000, equivalent after pre- 
ferred dividends to $2.97 per com- 
mon share. This compares with 
earnings of $2.85 per share on the 
average number of shares out- 
standing in June, 1955. 

The gross revenues for the past 
12 months were $221,682,000. 
This represents an increase of 
12% in the past 12 months. Dur- 
the same period the volume of 
gas sold increased by 1.7%. Rate 
increases, colder weather, the 
greater number of residential cus- 
tomers and their continuing in- 
creased use of gas appliances 
were responsible for the higher 
revenues. 

Operating expenses were $143,- 
765,000, an increase of about 
11.5%. Most of this increase was 
the result of the higher costs of 
gas, 

Taxes and franchise payments 
were $39,703,000, an increase of 
$5,452,000 for the past 12 months. 
Depreciation charges were $11,- 
158,000, an increase of $1,060,000. 

As of June 30, there were 2,- 
091,726 active meters on the sys- 
tem’s lines, of which 114,821 
were added during the past 12 
months. In the year 1955, the Sys- 
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tem added 119,307 active meters. 

As the population of Southern 
California continues to grow, it 
is necessary that the system an- 
ticipate the greater demands for 
gas. As part of the program to 
meet these future needs, con- 
struction is underway on _ por- 
tions of a 285-mile pipeline proj- 
ect from Topock, on the Cali- 
fornia-Arizona border, to the Los 
Angeles basin. This project is 
estimated to cost $38.6 million 
and if the present schedule of 
gas purchases from El Paso 
Natural Gas Co. is realized, the 
line will be delivering 278 million 
cubic feet daily to Southern Cali- 
fornia by the end of 1958. Present 





daily deliveries from out-of-state 
are approximately 820 million 
cubic feet. The outlook for this 
long-established natural gas com- 
pany continues favorable. 


Gardner Denver Co. 


“IT am an old-time subscriber to your 
valued magazine, and I would appreci- 
ate receiving recent information on 
Gardner Denver Co. with particular 
emphasis on prospects for the company 
this year compdred with last year.” 

D.J., Dallas, Texas 

Gardner Denver Co. is a lead- 
ing manufacturer of air compres- 
sors, pumps, rock drills, indus- 
trial plant air tools and related 
equipment for the oilfield, mining, 
construction and manufacturing 


Why every 13th 
Armco man 
is overseas 


The market for Armco Steels is world-wide, 


so Armco itself is world-wide. 


The Armco International Corporation has representation 


in scores of countries abroad, staffed by Armco trained spe- 


cialists. Many of these people develop sales for Armco’s 


American-made products. Others fabricate finished products 


in our own plants overseas. Still others provide consultant 


services on a fee basis for engineering, building and oper- 


ating foreign-owned steel plants. 


All signs point to growing world markets for steel. Our 


13th man overseas is making 


new market comes to Armco. 


sure that a big share of this 


ARMCO STEEL CORPORATION Wr 
® 


MIDDLETOWN, OHIO 
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industries. Ris 

Sales for the six months ended ] 
June 30, 1956 were up 38.7% int 
and net income rose 57.3% asi aye 
compared with the first-half off} ne; 

Consolidated net sales for the poj 
six months ended June 30, 19568 the 
totaled $30,518,265. This com ent 
pares with $21,996,320 in the cho 
first half of 1955, after including 45. 
the sales of Keller Tool Co. ‘orf jng 
the one month prior to its acqui-® fy, 
sition. lev: 
Income before taxes for the pa 
first half of 1956 amounted tof },j. 
$6,926,271, or 63% more than the ere 
$4,247,808 earned before taxeg y. 
during the first six months of last 195 
year. . B bot 
After provision for Federal in hig! 
come taxes, net income for the tec] 
six months ended June 30, 19.56) fas 
was $3,401,271. This was equal 9°, 
after preferred dividends, t 
$3.76 per share on the 894,584 
outstanding common shares. Ne§ my. 





1955 of $2,162,108 was equalj..... 
after preferred dividends, t@4;,, 
$2.39 per share on the 887,66! ae 


common shares then outstanding =e 
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For Profit and Income 





(Continued from page 669) 


earnings ratios are about as high 
and dividend yields about as lowg™™” 
as they have usually been at adg J! 
vanced bull-market levels. This ig¢0™ 
not an opportune time for nerf isa 


Inco 


buying. Ame 
nanc 
Movies Shoe 


Domestic motion picture-theatrg Ligh 
attendance is lagging. The previgSout 
ously lucrative and important for§wort 
eign business has slowed, an@___ 
faces growing television competi 
tion in a number of countries. I 
our view, stocks of picture pro 
ducers are better sales than holds 


M4 


-__. 


Stock Groups (( 
At this time stock groups per§Worl 
forming better than the marke@both 
include aircrafts, aluminum, buildgtome 
ing materials, dairy products On 
drugs, paper, shipbuilding, stee§busir 
and tires. Currently lagging -¥the 
whether in technical recession oback] 
for more basic reasons — are autogProx: 
mobiles, auto parts, chemicalsParec 
coal, soft drinks, gold miningyear- 
farm machinery, movies, raciog’ecen 
TV stocks, rail equipments, deresen 
partment stores, food stores, maigume 
order stocks and textiles. enc 
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Rise Due? 


From the September, 1953, low 


into April of 1955 the daily rail 
average rose roughly 71 points or 
nearly 80%. Its additional rise to 


the May, 1956, high was about 20 


the 
956, 
-Om- 
the 
ding 
for 
“qul- 


ine 
d te 
1 the 
axes 
last 


i] in 
. 1 é 
19.56, 
qual, 


4,584 


points or little over 12%, while 
the additional net rise at the pres- 
ent level is only some 6%. 


In 
short, rails have lagged for about 
15 months, during which time the 
industrial average has had a 
further net rise, at the present 
level, of 21%. As a result, the dis- 
parity between rails and indus- 
trials is much wider than has gen- 
erally been so at advanced bull- 
market levels. Since September, 
1955, each intermediate-reaction 
bottom for rails has been at a 
higher level, suggesting a sound 
technical position. The range so 
far this year has been a narrow 
9°.. Rails took the adverse direct 
and indirect implications of the 
steel strike without unsettlement. 


fo The traffic outlook is favorable 

be for the rest of the year. Rails now 
quali seem to be about due for some- 
Mthing of a “catching-up” phase. 


» 


- 69 Among the better-situated issues 
\a'8§ are Atchison, Chesapeake & Ohio, 
Illinois Central, Kansas City 

. Southern, Louisville & Nashville, 
_§ Norfolk & Western, Northern 

~ § Pacific, Southern Railway and 

9) Western Pacific. 

high 

a low Income 

at ad There is no lack of sound in- 


- newisfactory yields. A few selections: 
American Chicle, Beneficial Fi- 
nance, Corn Products, Melville 
Shoe, National Biscuit, Pacific 
Lighting, Southern Company, 
Southern Natural Gas, Wool- 
worth. —END 


his Vistuc stocks which still offer sat- 


heatré 
previ 
nt for 
|, an 
mpeti 
ies. In 
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Machinery Makers 
Having Better Year 





(Continued from page 662) 
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Workers because Blaw-Knox is 
both a major supplier and cus- 
tomer of the steel industry. 

On the more favorable side, new 
business put on the books during 
the second quarter raised the 
backlog at the end of June to ap- 
proximately $140 million, com- 
pared with $111 million at 1955 
ear-end, although some of the 
ecent large order bookings rep- 
resent contracts requiring longer 
Ime intervals for execution. 
Hence, such orders will not con- 
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for the fiscal year ended April 30, 1956 1955 
Gross Operating Income .......... $55,612,848 $50,187,453 
ince ra veknaikcenes 4,997,731 3,545,709 
Earnings Per Share (Note) ......... 2.28 1.62 
Dividends Paid: 

Cash (Note) .......... 1,573,982 979,783 

Stock (Note) .......... 5% 25% 
Long Term Debt, Year End ........ $ 5,195,000 $ 3,900,000 
Stockholders’ Equity, Year End .... 21,008,391 17,584,650 
Crude Oil Processed (Barrels) ..... 9,903,000 8,589,000 
Crude Oil Produced (Barrels) ..... 1,022,000 932,000 








gy 


If you would like to receive a copy of our Annual 
Report and Current Quarterly Reports, please write 


Per share data used in table above are based 
on the 2,192,018 shares to be outstanding on 
September 5, 1956. The Company’s capitali- 
zation consists solely of common stock, $1 
par value. On July 25, 1956 the Board of 
Directors authorized a stock distribution of 
100% (one share for each share outstanding) 
and a cash dividend of 50¢ per share on 
shares now outstanding, equal to 25¢ per 
share after giving effect to the stock distribu- 
tion. These stock and cash distributions will 
be made on September 5, 1956 to holders of 
record on August 10. 


[ss DEN 


COSDEN PETROLEUM CORPORATION | (qb q 


Post Office Box 1311 
Big Spring, Texas 











tribute to this year’s billings and 
earnings. The balance of the 
backlog, however, contains a sub- 
stantial volume and variety of 
other business, including road- 
paving equipment, that should as- 
sure a high level of operations 
through the final quarter of the 
year. From the long-term view 
the stock has interesting growth 
possibilities and can be held with 
that in mind. 


Cincinnati Milling Machine: Be- 
cause of its wide variety of ma- 


chine tools that have been great- 
ly diversified in the past 10 years, 
the company ranks as the largest 
manufacturer in the industry 
with (allowing for the cyclical 
nature of the business) a good 
earnings and dividend record. It 
is evident that this record will be 
sustained this year. Basis for this 
outlook is first 24 weeks’ sales of 
$67.9 million, approximately $27.7 
million higher than in the cor- 
responding period a year ago, and 
net income of $4.4 million, or 
(Please turn to page 680) 
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WHAT MAKES CHESSI& 
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IMILROAD GROW? 


One of a series telling what Chesapeake and Ohio 
ts doing to make this a bigger, better railroad. 





Full speed ahead! 


at’s the order of the day on Chesapeake 
and Ohio, starting with the forward thinking 
meecied to develop superior transportation to- 
day —and in the future. 


Fuli speed ahead on modernization. Since 1945 
C&O has spent over a half billion dollars on 
odernization, with another $100 million budg- 
ete for this year. In this decade, Chesapezke 
d Ohio has become almost a new railway. 





Ful! speed ahead on new equipment. With 222 
more diesels on order this year, C&O’s fleet of 
locomotives will become completely dieselized. 
Over 90% of its 88,000 freight cars are new or 
rebuilt and 13,000 new cars are on order. 





Ful! speed ahead for freight. New, more effi- 
cient classification yards, terminals and signal 





, 


a 


Iypical of the new plant tracks is this 3-mile C&O spur 
serve Ford’s huge new Lincoln plant at Novi, Mich. 


Would you like a portfolio of pictures 
of Chessie and her family? Write to: 


systems make up a track improvement pro- 
gram costing $20 million, assuring faster, de- 
pendable schedules for freight shipments. On 
Lake Michigan, C&O’s fleet of seven train- 
ferries has been completely modernized. At 
the other end of the railroad, a new $8 million 
bulk cargo pier is nearing completion at C&O’s 
I s I 
Atlantic port of Newport News. 


Full speed ahead for coal. As the world’s largest 
carrier of bituminous coal, Chesapeake and 
Ohio keeps pace with the growing coal indus- 
try. Sixteen million tons of quality coals will 
be loaded into Great Lakes vessels at C&O’s 
Toledo docks this year and more than 17 mil- 
lion tons will be hauled to Newport News for 
ocean movement. C&O loads almost half of the 
coal America exports overseas. A $3 million 
addition will increase the loading capacity of 
C&O’s coal docks at Newport News by 20%. 





Full speed ahead for service to new industry. 
C&O is adding new plant tracks at a cost of $3 
million to better serve the transportation re- 
quirements of the automotive, coal, chemical 
and other plants locating on the railroad. 





All along Chesapeake and Ohio’s 5,100 miles 
things are happening—new facilities, new 
thinking for a bigger, better railroad to serve 
your transportation needs. 


Chessie’s railroad is going and growing]! 


KEWAUNEE J 
f LUOF Y 


MANITOWOC 7 


MILWAUKEE 


hesapeake and Ohio | ~-~/". 


Railway 


3807 TERMINAL TOWER, CLEVELAND 1, OHIO 


PSHLAND 
HUNTINGTON 
HARLESTON 


WHITE SULPHUR 








Machinery Makers 
Having Better Year 





(Continued from page 677) 


$2.55 per share of common stock, 
compared with net income in the 
1955 first 24 weeks of $1.6 mil- 
lion, or 94 cents a common share. 
For all of last year the company 
earned $2.47 a share for its com- 
mon stock, compared with $5.37 
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... Another New Advertiser 
appreciative of Quality Cir- 
culation and Investor-Man- 
agement Relations ...In.. 


é MAGAZINE 
OGWALLUSTEREE 


90 BROAD STREET 
NEW YORK 4 
For QUICK action call DI 4-2581 


Write Ad and Public Relations Dept. for 
our Rates. 

















ANACONDA 


DIVIDEND NO. 193 
July 26, 1956 
The Board of Directors of 
THE ANACONDA COMPANY 
has today declared a dividend 
of One Dollar ($1.00) per 
share on its capital stock of 
the par value of $50 per share, 
payable September 27, 1956, 
to stockholders of record at 
the close of business on 
August 29, 1956. 
C. EARLE MORAN 


Secretary and Treasurer 
25 Broadway, New York 4, N. Y. 














Wiring, 


INDUSTRIES, INC. 
TOLEDO 1, OHIO 


46th Consecutive Dividend Notice 


The Board of Directors, in the reg- 
ular meeting held July 30, 1956, 
declared a cash dividend on the 
Corporation’s outstanding common 
shares of fifteen cents (15c) per share, 
payable August 31, 1956, to share- 
holders of record August 15, 1956. 


Joseph L. Conley, Secretary 











a share in 1954. In making this 
comparison, consideration must 
be given to the comparatively low 
sales volume in the early weeks 
of 1955 and the fact that that 
year’s lowered net profit reflected 
costs entailed in accelerated re- 
search, development, sales and 
tooling programs. 

In addition to its expansion as 
a machine-tool builder since the 
end of World War II, Cincinnati 
Milling has further diversified 
and now has a division making 
cutting fluid products, a chemical 
subsidiary with two divisions pro- 
ducing additives for use in the 
food, soap, lubricant, fuel oil, 
plastics, paint and other indus- 


tries. Over the same years net, 


worth has increased from $41.5 
million to $67.5 million at the end 
of 1955. Because of the substan- 
tial sums used in the expansion 
of the business and growing vol- 
ume, management sees the need 
to increase working capital and 
for that reason is adopting a pru- 
dent policy in disposition of earn- 
ings as between dividends and the 
various needs of the business. 
However, the current 40-cent 
quarterly dividend should remain 
unchanged. 


Clark Equipment: Despite the 
fact that there was some easing 
off in this year’s second quarter 
volume of shipments of transmis- 
sions, axles and other drive-unit 
components to customers in the 
agricultural implement and high- 
way truck industries, total net 
sales in the June quarter amount- 
ed to $36.6 million, which was 
more than 20% higher than the $30 
million in total net sales for the 
like period of 1955. With the end- 
ing of this year’s first six months 
on June 30, Clark had compiled 
a first half-year sales record of 
$75.7 million, surpassing 1955 
first-half sales by almost $19 mil- 
lion. Net income in the 1956 peri- 
od reached $4.5 million, equal to 
$2.01 per common share against 
$3.7 million or $1.64 a share a 
year ago. Heavy contributors to 
sales volume have been the in- 
creasing demand for materials- 
handling industrial trucks and 
construction and _ earth-moving 
equipment, in which fields the 
company is well up among the 
leaders. It has achieved this posi- 
tion through its ability to design 
and build materials-handling 
equipment to meet practically all 
industrial needs and earth-mov- 
ing and construction equipment 





that will also serve the logging, 
mining, sand and gravel, and 
many other industries. 


Link-Belt Co.: Sales of this 
leading manufacturer of process- 
ing and power transmission, and 
materials handling equipment con- 
tinue in an uptrend reflecting in- 
creasing expenditures by Ameri- 
can industry for equipment and 
plants to reduce costs and raise 
production capacity. For the hal?- 
year to June 30, last, net sales 
of $82,303,703 were at the hight 
rate in the company’s history, ex- 
ceeding by 37% 1955 first six 
months’ net sales of $60,175,122. 
Net income of $5.2 million for the 
first six months of 1956 recorded 
an even greater percentage gain, 
increasing by 66% over the $3.1 
million realized in the corresponc- 
ing period of a year ago. This 
latter sum was equal to $1.88 a 
share for the common stock — 
the only issue — as compared with 
$2.88 a share earned in the first 
half of the current year. The out- 
look is for the sales and earnings 
uptrend continuing throughout 
the balance of 1956. —END 





Construction—A Record Year 
Looms Despite Housing Dip 





(Continued from page 658) 


and to cope with the demands of 
a fast rising populace. The steel 
industry itself, which has expand- 
ed steadily through the post-war 
decade, now is planning additional 
facilities. Public utilities (includ- 
ing telephonic), which have been 
unusually accurate in appraising 
the need for added facilities, are 
expanding at a record rate. 
Despite the tremendous volume 
of office buildings erected in the 
past several years, vacancies for 
the most part are few. Indeed, 
awards for commercial buildings 
in the first six months of this year 
made up the largest single seg- 
ment of non-residential building. 
The money total was 11% ahead 
of the previous record set in 1955 
and the physical volume (floor 
area) also established a new peak. 
A spot check of New York sky- 
scrapers this spring showed va- 
cancies at 1.4%, compared with 
1.3% a year earlier. During the 
year, incidentally, several new 
office buildings were added. Amid 
this brisk demand for office space, 
especially in new fashionable 
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buildings, the trade has been able 
to rent a considerable amount of 
space from plans. 

In fact, in cities such as New 
York, skyscraper congestion has 
forced many companies to set up 
quarters in scattered sites. Not 
a few have moved their head- 
quarters to new facilities in the 
suburbs in order to get personnel 
under a single roof. 


More Houses of Worship 


The trek to the suburbs by 
people and business has created 
a demand for shopping centers 
and houses of worship, along with 
other social amenities. The physi- 
cal volume for religious struc- 
tures, in the first six months of 
this year, set a new top. 

A once obscure farming area 
in New Jersey, which once bore 
vegetable crops, now is being 
turned into the greatest suburban 
shopping district in the world. At 
Paramus, 20 minutes by motor 
car from New York City, Allied 
Stores Corp. and R. H. Macy & 
Co., Inc. are erecting department 
stores. To these will be added yet 
another department store, two 
giant discount houses, a J. J. 
Newberry variety store, a Food 
Fair and a Penn Fruit super- 
market, a Walgreen drugstore 
and a Lerner specialty shop. To 
these will be added scores of 
other establishments. When the 
development is completed it will 
comprise more than 100 stores on 
105 acres. There will be facilities 
for the parking of nearly 9,000 
cars. 

While the vigor of the construc- 
tion industry varies from segment 
to segment, the sum total is ecal- 
culated to produce a record vol- 
ume for the eleventh year in suc- 
cession. Americans this year will 
spend on the order of $6 billion 
for highway construction, a sharp 
rise from the $4.6 billion expend- 
ed last year and the approximate 
$4 billion in 1954. 

Elsewhere, as noted in the fore- 
going, the principal stimulants 
will come from corporate spend- 
ing for commercial, industrial and 
utility buildings, and public in- 
vestment in schools, public works 
and utilities. 

Because of the product mix, the 
fortunes of the companies closely 
linked to the construction field 
may be expected to vary. The sta- 
ustical tables and commentaries 
on leading companies are designed 
to help the investor. —END 
AUGUST 
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Britain and France at 
Crossroads in Suez 
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clogged up by silting and erosion, 
and the heavier the traffiie and 
the bigger the ships the more 
dredging is required. 

All these operations are ex- 
tremely expensive. Yet Nasser has 
announced that “the $100 mil- 
lion annual profit’ of the Suez 
Canal Company will be used in 
its entirety to build the Aswan 
Dam. He has said in five years 
Egypt will have $500 million 
available just from the profits of 
the Suez Canal. Actually, the 
Canal’s profits are nothing like 
$100 million. The gross income 
last year was close to that figure 
but gross income and net profits 
are two widely different things. 
Net profit last year was only 
about $47 million and of this 
amount about $15.5 million was 
set aside for improvements, amor- 
tization and various reserve 
funds so that only about $31 mil- 
lion was left over for distribu- 
tion. Since the Egyptian govern- 
ment was contractually entitled 
to 15% of these profits anyway, 
nationalization will yield Egypt 
at best an additional $25 million 
to $27 million per year, assum- 
ing Nasser performs the same 
maintenance and expansion ser- 
vice the Company did. 

Of course, Egypt can double 
or triple the transit fee and thus, 
with one stroke, reverse the tra- 
ditional policy of the Suez Canal 
Company, which has made 27 
successive toll reductions since 
its inception and has never raised 
the toll. But, aside from the reac- 
tion of the world shipping na- 
tions to such a step, Egypt would 
then learn that the canal, like 
all other economic factors, must 
be competitive to justify its ex- 
istence. True, the canal is ex- 
tremely important but alterna- 
tives to it can be found, if 
necessary. Supertankers, too big 
to go through the Canal, already 
have been constructed. They can 
go from the Persian Gulf to 
Europe or the United States the 
long way around the Cape of 
Good Hope and still land the oil 
cheaper than if they had gone 
through the Suez Canal and paid 
toll at current rates. It would 


(Please turn to page 684) 
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INCORPORATED 
Preferred Dividend No. 198 


A dividend of 6212 ¢ per 
share on the $50.00 par 
value 5% cumulative con- 
vertible preferred stock 
of this Corporation has 
been declared payable 
j| September 1, 1956, to 
stockholders of record at 
close of business August 
15, 1956. 


Common Dividend No. 147 


A dividend of $1.00 per 
share on the common 
stock of this Corporation 
has been declared payable 
September 15, 1956, to 
stockholders of record at 
close of business August 
31, 1956. 


C. ALLAN FEE, 
Vice President and Secretary 


August 2, 1956 
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Lockheed scientists are designing 


& 


Domesticating the atom to 
serve markind has intrigued 
science for over a decade. 
One top priority application, 
secretly under way for several 
years at Lockheed: developing 
a nuclear-powered plane as 


different from present types 


as a supersonic jet is from the 


first stick-and-wire biplane. 


IMAGINE A GIANT AIRCRAFT SOARING ALOFT, 
NOT WITH TONS OF GASOLINE, BUT WITH A 
URANIUM FUEL SUPPLY NO BIGGER THAN 
A HANDFUL OF GRAVEL. EVENTUALLY, SUCH 
A PLANE-OF-THE-FUTURE—WITH THIS SCANT 
FUEL SUPPLY—WILL GIRDLE THE GLOBE NON- 
STOP BETWEEN SUNRISE AND SUNSET. 


More than a dream, this incredible aircraft is now 
being developed by Lockheed for the U.S. Air 
Force despite problems of propulsion, structures 
and materials, thermodynamics, crew survival, 
producibility and maintenance unique in aviation. 





“WINGS 


FOR 


THE 


ATOM 


Old concepts are being shelved, traditi: 
tions rejected. The kind of aeronautica 
that once took a generation of research are 
telescoped into a few months, even weeks. 


Soon several hundred nuclear scientists 
neers from Lockheed’s Georgia Divis 
move to the North Georgia mountain 
There on a vast site—some 40 miles fi 

Air Force Plant No. 6 at Marietta, op 
Lockheed—will be built the nation’s large 
for the development of atomic-powered ailf 


The exact status today of the atomic plane 





ilitary secret. But this much can be said: The 

tnuclear aircraft to blaze across America’s skies 

y not look essentially different from conven- 

lanes, but functionally it’can only be 

_ & 1 as revolutionary. And after the nation’s 

a requirements are met, the transports then 

to you as a traveler will rank among the 
iting events of aviation history. 


; U YOURSELF MAY THEN TRAVEL ABOARD 
NUCL EAR-POWERED AIRLINER—CROSSING 


£U.Ss.IN AN HOUR OR TWO, OR SPANNING 
E ATLANTIC IN LESS TIME THAN IT NOW 
KES TO FLY FROM CHICAGO TO NEW YORK. 


Look to Lockheed 
for Leadership 


LOCKHEE 


Aircraft Corporation 


California Division, Burbank, Calif. 
Georgia Division, Marietta, Ga. 

Missile Systems Division, Van Nuys, 
Palo Alto, and Sunnyvale, Calif. 
Lockheed Air Terminal, Burbank, Calif. 
Lockheed Aircraft Service, Ontario, Calif. 











LOCKHEED’S 
NEWS 
COLUMN 


Detection of Heart Disease — our 
nation’s #1 killer—is being 
speeded with aid of Lockheed’s 
battery of super-fast electronic 
brains that are correlating the 
studies sponsored by the Nash 
Cardiovascular Foundation. Ten 
minutes’ work sandwiched be- 
tween computations at the Missile 
Systems Division gives the cardi- 
ologist complete and accurate 
harmonic analysis of electrocar- 
diograms that speed his vital 
research immeasurably ... 


Radiant heating, first time used in 
any airliner, will be one of the 
many new creature comforts of 
Lockheed’s up-coming propjet 
Electra. Heating wires in walls 
and ceilings work like electric 
blankets to give no-draft, no-hot- 
spot comfort... 


Atomic plane concept on a recent 
cover of Newsweek was not 
based in any way on Lockheed’s 
Georgia Division ANP (Aircraft 
Nuclear Power) Project. That 
plane will really surprise you... 


25,000 Lockheed stockholders in 
every state of the union will learn 
in mid-August that sales reached 
approximately $345 million for 
the first half of 1956. In a like 
period 20 years ago sales were 
less than one million... 


ivac’s newest cousin Si (for 
Scientific) will be the top quiz kid 
in the battery of analogue and 
digital brains at Lockheed’s Mis- 
sile Systems’ Computer Center. 
Si, first Model 1103A Univac in 
use, “thinks” up to 100 times 
faster than other computers... 


A nationally-known Los Angeles 
physician, after periods of in- 
tense nerve strain, goes to the 
airport, buys a round-trip ticket 
to New York on a Super Constel- 
lation, spends a quiet day at the 
Waldorf-Astoria, and comes 
back on the next flight. Says: 
“It relaxes me”... 


Hercules C-130 performance data 
just released show that the USAF 
strong-man can haul 20 tons of 
cargo right on the contrails of a 
fast jet tactical force. 100 mph 
faster than present combat 
transports, Hercules climbs fully 
loaded to 2500 feet altitude in 
just one minute. 














Britain and France at 
Crossroads in Suez 





(Continued from page 681) 


take less than a decade to build 
enough of the big ships to reroute 


the bulk of the Suez Canal’s oil 
traffic. 
Another possible long-term 


answer is more pipelines from 
the oilfields to the Mediterranean. 
True, the Arab countries through 
which these pipelines now pass 
currently are giving the oil com- 
panies a good bit of Nasser-like 
trouble on their own. But if the 
Arab countries should block new 
pipelines there is always the 
possibility of running them into 
Turkey, the West’s staunchest 
ally in the area. 

Anti-British sentiment runs 
high in Syria, where the threat 
has been made to cut off the pipe- 
line flow from oil-producing Iraq 
should the British take military 
action against Egypt. This has 
prompted much talk in Iraq of 
occupying Syria as a means of 
protecting the oil flow. This is 
but one indication of the differ- 
ences between the Arab nations. 


But there also are other impli- 
cations to the canal seizure. If 
Nasser is allowed to take such a 
step with impunity it will mean 
that governments all over the 
Middle East will think the green 
light has been given for nationali- 
zation and expropriations of for- 
eign companies. Of course, the 
main target would be oil since it 
is by far the main industry. The 
oil countries have all been quite 
impressed with the total failure 
of the oil nationalization attempt 
in Iran in the face of British 
resistance. If they are now made 
to think that times have changed 
and the political risks of nation- 
alization have lessened they will 
not hesitate to use the threat of 
it in their bargaining with the 
Western companies. Still more 
important is the possibility that 
if nationalization makes Nasser 
an even greater hero in the Mid- 
dle East than he already is—and 
there is already strong evidence 
that this is the case—other Mid- 
die East leaders may decide to 
emulate his action. At any rate, 
failure to wrest exclusive con- 
trol of the Suez Canal from the 
hands of Nasser will make life 
considerably more difficult for all 
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Western organizations in the 
Middle East. The recent retroac- 
tive income tax law for foreign 
companies in Lebanon, aimed 
primarily at pipeline concerns, 
could well be a taste of things 
to come. 

Of course, there is another 
side to this coin. By his impru- 
dent and intemperate action, 
Nasser has undermined the basic 
confidence of European and 
American capital in the under- 
developed areas of the world. 
Yet, without the influx of private 
and public investments from the 
capital-exporting countries of the 
world the task of raising the 
standard of living of the under- 
developed countries from the 
present near-starvation level will 
be a much harder and longer one. 
Thus, Nasser may well have done 
the greatest harm to those coun- 
tries which are now wildly cheer- 
ing his “defiance of colonialism.” 


It may be argued that, at least 
from the legal point of view, 
Egypt was quite within its right 
in nationalizing the Suez Canal 
Company. But this is not quite 
so. In the first place, Egypt was 
an adherent to the Constantinople 
charter of 1888, which states 
specifically that until 1968 the 
Canal shall be operated by the 
Suez Canal Company. Therefore, 
by taking over 12 years ahead of 
time, Egypt clearly violated this 
international agreement. Also, 
the Egyptian government has 
recognized the special interna- 
tional character of the Company 
right up to the last moment, and 
relations between the company 
and the government have always 
been set down in the form of 
conventions as between sovereign 
states. Obviously, if the Suez 
Canal Company had been just 
another domestic concern, as 
Egypt now claims, it would not 
have been treated thusly. 

It is too early to say what ac- 
tion the U. S. plans to take if 
the 24-nation conference in Lon- 
don does not bring about inter- 
nationalization of the Canal, but 
there is no doubt that we are 
most directly involved in the dis- 
pute. In the first place, we own 
about 60% of the Middle East 
oil production. In the second 
place, canal traffic to and from 
the U. S. accounted last year for 
over 13 million tons of goods 
(including nearly 9 million tons 
of oil), or 12% of the canal’s 
total traffic. Furthermore, talk 


about internationalizing the Suez 
Canal is also focusing attention 
on the possibility of internation- 
alizing the Panama Canal. More 


-important is the fact that our 


refusal to help finance Nasser’s 
Pyramid started the whole mess, 
This is not to say that we were 
wrong in refusing to pay for the 
Aswan Dam. But what may well 
have been wrong was our failure 
to consider Nasser’s “‘face.” 

From an economic point of 
view the dam always was a bad 
project, for it would have con- 
centrated virtually all of Egypt’s 
resources on one single gigantic 
project which at its completion, 
after 15 years, would only have 
contributed enough additional 
irrigated acreage to the country 
to make up for the natural popu- 
lation increase. Yet we offered 
our aid. 

Nasser dallied, asking for a 
Russian bid. However, as soon 
as we found out that apparently 
Russia had no intention to finance 
the Aswan project we immedi- 
ately withdrew our offer, with the 
British and the World Bank fol- 
lowing suit. It is not unnatural 
that this infuriated the Egyp- 
tians. Perhaps we will have 
learned from this that we should 
never make our foreign-aid pro- 
gram subservient to the Soviet. 


The Consequences to France 


The economic consequences of 
the Middle East crisis are al- 
ready felt far beyond the crisis 
area itself. However, no country 
has been hit worse by it than 
France. Of course, France’s new 
economic difficulties can not all 
be traced to her war with the 
Arabs of North Africa, but it 
represents by far the most im- 
portant drain on her economy. 
Since the Arabs of Algeria have 
the full moral and material sup- 
port of Nasser, it is no wonder 
that most Frenchmen have a pet 
hate for the man they now call 
“Hitler of the Nile.” 

Actually, France has been in- 
volved in colonial wars for the 
last 10 years. However, her war 
in Indochina was largely financed 
by U. S. aid, since it was part of 
the fight against International 
Communism. In her new war she 
must rely completely on her own 
resources, both because the U. S. 
would not wish to intervene and 
because the French consider the 
Algerian affair strictly an inter- 
nal police action. 
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For the current year this police 
action will cost France at least 
$850 million and by next year it 
will probably amount to over $1 
billion. At the same time it is 
keeping under arms over 400,000 
Frenchmen who would otherwise 
contribute to France’s produc- 
tive capacity. Thus, we have on 
the one hand a sharp increase in 
Government expenditures for war 
materiel and on the other an 
equally sharp reduction in avail- 
able manpower. The result is 
inflation. In contrast to most 
other European governments 
which adopted credit restrictions 
when faced with rising prices, 
France has decreed an absolute 
freezing of prices (except on im- 
ported goods and coal and steel). 
The government’s reasoning is 
that since its own deficit spend- 
ine is the major cause for the 
inflation it would make little 
sense to restrict private credit in 
order to counteract this situation. 


~— 


~— 


Worsening Economic Situation 


France’s deteriorating eco- 
nomic position also is fully re- 
flected in her foreign trade bal- 
ance. In the first five months of 
this year her imports rose by 
16°¢ while her exports declined 
by nearly 6%, compared to last 
year. This resulted in a trade 
deficit of $386 million, compared 
with a surplus of $43 million in 
the same period last year. 
France’s trade deficit with the 
dollar area also is higher than 
last year. 

In some quarters it is sug- 
gested that a devaluation of the 
franc might be the only way to 
restore the country’s trade bal- 
ance. However, the present im- 
balance is at least partly due to 
the temporary heavy effect of the 
frosts earlier in the year, which 
destroyed much of France’s agri- 
cultural crops. The real problem 
lies in the inability of France’s 
economy to produce more goods 
either for export or for the do- 
mestic market since it is already 
working at full capacity. The 
long-term solution would be an 
improvement in productivity by 
means of more modern equip- 
ment. French economists hope 
that productivity will rise by an 


/average of 4% per year over the 
/next 10 years and that industrial 


production will go up by 77% 
within that period. If this target 
can be achieved, France’s eco- 
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nomic health will have been 
largely restored. The trouble is 
that no other country in Europe 
has as many opponents to stream- 
lining the economy as France 
where 40% of all gainfully em- 
ployed persons are still self-em- 
ployed (compared to 20% in the 
U. S. and 10% in Britain) ice. 
shopkeepers, artisans and small 
businessmen for many of whom 
national efficiency and planning 
would spell economic death. 
These are the people who sup- 
port the semi-Fascist Poujadist 
movement whose only policy is to 
freeze the economy in a perma- 
nent status quo. 

The other problem is, of course, 
Algeria. There is no doubt that 
strictly from the economic point 
of view the loss of this territory 
would actually work in France’s 
favor since the heavy invest- 
ments put into it could then be 
channeled into France, which is 
badly in need of new funds. 
Whatever the long-term solution, 
for the immediate future France’s 
economy is in for a rough time. 

—END 





What Second Quarter 
Earnings Reports Reveals 





(Continued from page 640) 


with price-cutting and sluggish 
sales. RCA is a leading factor in 
such consumer items as television 
and radio sets, room-coolers and 
kitchen appliances. TV color sets 
have not sold well, despite price 
cuts by the company. And demand 
for black-and-white sets has been 
centered largely in low-priced 
units. At the same time costs of 
labor and materials have risen. 
As a consequence, profit margins 
have been pinched, in some in- 
stances severely. 


Kennecott Sets Earnings Record 


Kennecott Copper Corp., the 
nation’s leading copper producer, 
registered record earnings in the 
second quarter, the result of high- 
er prices for the red metal, Earn- 
ings for the three months totaled 
$44,983,000, equal to $4.16 a 
share, against $36,457,000, equal 
to $3.37 a share, in the like 1955 
period. 

The company is not likely to 
obtain in the last half of this year 
the help it got in the first six 
months from rising prices of cop- 
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YALE & TOWNE 


Declares 274th Dividend 
37'2¢ a Share 


On July 26, 1956, 
dividend No. 274 
of thirty-seven 
and one-half cents 
per share was 
declared by the Board 
of Directors out 
of past earnings, 
payable on 

Oct. 1, 1956, to 
stockholders of record 
at the close of business 
Sept. 7, 1956. 








F. DUNNING 
Executive Vice-President and Secretary 


THE YALE & TOWNE mc. co. 


Cash dividends paidinevery year since 1899 














Atlas Corporation 


33 Pine Street, New York 5, N.Y. 










Dividends declared on 
59 Cum. Preferred Stock 
and Common Stock 





e A payment of 29 1/6¢ per share 
on the new 5% Cumulative 
Preferred Stock (covering a 
3', months period at the reg- 
ular quarterly rate of 25¢ per 
share) 


e Payable September 15, 1956 

e A regular quarterly of 15¢ 
per share on thenew Common 
Stock (split 4-for-1 on May 
31, 1956) 

e Payable September 20, 1956 





e Record date for both divi- 
dends August 28, 1956. , 


WALTER A. PETERSON, 
Treasurer 








August 1, 1956 
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per. The price averaged 45 cents 
a pound, compared with 32 cents 
in the same period of 1955. Short- 
ly after the third quarter got un- 
derway, Kennecott’s price was 
down to 40 cents. 

An added woe is the fact that 
Kennecott has been producing 
more copper than it is selling. As 
far back as April, demand for 
copper in Europe began to decline 
and this was reflected in a grad- 
ual reduction of the European 
price. In this country demand re- 
mained strong until June. Weak- 
ness that was first evident at that 
time became more pronounced 
after the close of the second 
quarter. Some firming of the price 
structure may come about through 
the rise in world tension, arising 
out of the Suez Canal struggle. 

Amid declining demand and 
falling prices, the company is 
faced with higher labor costs. 
New three-year labor contracts 
have been negotiated with units 
of the Mine, Mill & Smelter Work- 
ers and the Railroad Brother- 
hoods. Still to be negotiated are 
contracts with the C. I. O. Steel- 
workers. 


Pepsi-Cola Hit By Strike 


Pepsi-Cola Co., second largest 
of the producers of soft drinks, 
had an indicated net profit of 
$2,845,000, equal to 48 cents, for 
the June quarter. This was a de- 
cline from the $3,130,000, equiv- 
alent of 53 cents a share, in the 
like quarter of 1955. Sales con- 
tinued to rise, June marking the 
seventieth successive month dur- 
ing which case sales rose from the 
like month of the preceding year. 

Earnings during the latest 
quarter were affected by a three- 
and-a-half-week strike at its prin- 
cipal concentrate plant and sugar 
refinery, and at its bottling plants 
supplying the New York City 
market. An added impact on the 
profits situation was 2 severe im- 
port dollar allowance restriction 
imposed by a foreign government, 
which blocked large concentrate 
shipments usually supplied to that 
market. 


Steel: Record Sales, 
Net Unchanged 


United States Steel Corp., for 
the three months to June 30, had 
record sales, but earnings of $1.83 
a common share were the same as 
the first quarter and 2 cents a 
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share less than in the like period 
a year earlier. Steel companies, 
by and large, operated near full- 
tilt levels during the quarter as 
customers scrambled to lay in an 
ample supply of the metal in an- 
ticipation of a steel strike and/or 
higher prices. But this biggest of 
the steel producers did not fare 
as well as many of its smaller 
competitors owing to a strike 
against its Tennessee Coal & Iron 
division, which began April 27 
among engineers and firemen on 
railroads serving the Alabama 
plants and mines. It pulled oper- 
ations for the quarter down to 
slightly under 90% of capacity 
from 98% in the first quarter. 
That strike carried over into the 


third quarter, when the company, 
in common with other steel pro- 
ducers, was knocked out of pro- 
duction by the nation-wide walk- 
out of the C. I. O. Steelworkers. 

Labor peace has returned to the 
steel mills, but at a prohibitive 
price—if not for the steel pro- 






ducers, who expect to offset thesef 


higher costs with higher steelf 


prices, then surely for the balance 
of the economy. For the first year, 
the cost of the new labor contract, 
which runs three years, will be 


about 24 cents an hour in total§ 


employment cost at United States} 
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cost will be 16 cents an hour and 
for the third year, 17.5 cents. 
Thus, the total rise for the life 
of the contract is 57.5 cents—an 
increase that will be borne by the 
Government in defense procure- 
ment, consumers buying durable 
goods and, indeed, by every seg- 
ment of the nation. 

The prevailing sentiment with- 
in the steel industry is that price 
rises are needed, not only to offset 
higher wage costs but to defray 
the cost of its expansion program. 


Depressed Avisco 
Net profit of American Viscose 
Corp., for the quarter ended June 


30, was down 62% from the sim- 
while sales 


pared with $6,205,000, or $1.16 


»acommon share, in the like 1955 


quarter. Sales totaled $53,395,000, 


‘against $62,810,000 in the 1955 


period. 
Avisco, of course, has been hard 


} hit by the slowup in the automo- 


tive and textile trades. Large in- 
ventories of tires have had a 
sharp impact on the company’s 
sales of rayon tire yarn, while 
depressed conditions in the tex- 
tile field have reduced the demand 
for its rayon and acetate fibers. 


Diversity Helps Borg-Warner 


Borg-Warner Corp. business 
has been about as diverse as the 
over-all economy. That company 
has a variety of stakes—automo- 
tive supply, a well-rounded line of 


_ appliances, oilfield equipment, de- 


fense products, industrial goods 
and others. This diversification 
has cushioned the shock of cur- 
tailment in such segments of the 


' business as supply the automo- 


bile, appliance and home-building 
trades. Borg-Warner expects the 


» reduction in business volume to 
_ continue through the third quart- 


er, but hopes for a decided pickup 


_in the business in the final quarter 
_ of the year. 


Sales and earnings for the June 
quarter were below the 1955 peri- 
od. Net profit of $8,653,000, or 


, $1.08 a share, compared with $9,- 


555,000, equal to $1.21 a share, 
in the second quarter of last year. 
While the sales of some divisions 
actually represented an improve- 
ment over the year-ago quarter, 
sluggish sales of divisions serving 
home-building, farm equipment 
and automotive sufficed to drop 
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over-all earnings. And, of course, 
profits on its household appli- 
ances have been affected consid- 
erably by the keen competitive 
situation in that field. 


Ford: Sales, Earnings Fall 


Ford Motor Co. net profit in the 
second quarter dropped to $58 
million from $73.7 million in the 
first quarter of this year and 
$131.9 million in the second quart- 
er of 1955. The latest drop oc- 
curred on a net sales decline of 
3.5% from the first quarter and 
21.6% from the second quarter 
of 1955. Net sales for the latest 
quarter amounted to $1,161,400,- 
000, compared with $1,203,100,- 
000 in the first quarter of this 
year and $1,480,900,000 in the 
second quarter of 1955. 

The drop in profits from the 
first to the second quarter (from 
$1.37 a share to $1.07 a share) 
was brought about not only by 
sluggish car sales, but there also 
was heavy cost associated with 
programs of new facilities and 
new products. Although the usual 
spring increase in demand for 
cars failed to materialize this 
year, there have been indications 
recently that the market has 
strengthened. In contrast to the 
normal seasonal decline, June re- 
tail sales of the company’s pas- 
senger cars were Slightly higher 
in May and sales in July were 
13.3% above June. Of major sig- 
nificance is the fact that for the 
60-day period to July 20, retail 
deliveries substantially exceeded 
production and _ stocks in the 
hands of the company’s dealers 
were trimmed by 300,000 units. 
Dealer inventories across the 
board, of both new and used e¢ars, 
nevertheless are formidable. 

General Motors and Chrysler 
Corp., incidentally, have followed 
a similar pattern of curtailing 
output in order to get rid of un- 
wieldy inventories preparatory to 
bringing out 1957 models. 


United Air Lines Earnings Soar 


United Air Lines had net profit 
for the quarter equal to $1.52 a 
common share, against $1.39 in 
the like period of 1955, marking 
the highest second-quarter earn- 
ings of its history. Although there 
was a net profit of $1 million on 
sale of equipment in the quarter, 
compared with $220,000 a year 
earlier, United also increased its 
earnings from operations 16% to 


$9,809,000. This was achieved by 
increased flight capacity operat- 
ing more fully loaded and im- 
proved utilization of equipment. 


Looking ahead to the balance 
of 1956, it would appear that the 
diverse results recorded by the 
economy in the first half will con- 
tinue. This diversity should pre- 
vail even within industries. Thus, 
the construction industry may be 
expected to set a new all-time 
high, but home-building shows no 
signs of perking up. 

The steel industry should op- 
erate around capacity levels the 
balance of the year, as producers 
strive to catch up with down time 
caused by the strike. However, 
steel tonnage is not likely to equal 
first-half output, which was not 
subject to major labor interrup- 
tions. 

Major appliances will continue 
to labor under the handicap of an 
over-built inventory — situation. 
While the total volume of goods 
being moved is still high, profit 
margins are historically small and 
many marginal companies are 
fighting with their backs to the 
wall. Makers of these products 
are in dire need of price increases 
to offset higher costs (steel is an 
example), but fierce competition 
may be expected to hold increases 
to narrow proportions. The peri- 
od ahead should be characterized 
by a continuance of highly com- 
petitive selling conditions. 

On the merchandising front, 
June retail sales matched record 
May dollar volume, with non-dur- 
ables making the best showing. 
Sales of general merchandise, 
durable and non-durable, may be 
expected to go on benefiting from 
the lower share of consumer in- 
come flowing into motor cars. 

In the meat-packing field, heavy 
volume has characterized the first 
half of this year. The final six 
months should be marked by the 
usual fall and winter rise, but 
volume for this period may be 
down slightly from the year-earl- 
ier period. On a per capita basis, 
total meat consumption for the 
full year figures to be at or near 
a record 162.5 pounds. Prices at 
wholesale should be closely re- 
lated to supply and consumer pur- 
chasing power. Industry earnings, 
of course, will remain under the 
influence of vigorous competition. 

Railroads, by and large, should 
have as good a year as they did 
in 1955, with a number doing 
even better. This would be a con- 
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per. The price averaged 45 cents 
a pound, compared with 32 cents 
in the same period of 1955. Short- 
ly after the third quarter got un- 
derway, Kennecott’s price was 
down to 40 cents. 


An added woe is the fact that 
Kennecott has been producing 
more copper than it is selling. As 
far back as April, demand for 
copper in Europe began to decline 
and this was reflected in a grad- 
ual reduction of the European 
price. In this country demand re- 
mained strong until June. Weak- 
ness that was first evident at that 
time became more pronounced 
after the close of the second 
quarter. Some firming of the price 
structure may come about through 
the rise in world tension, arising 
out of the Suez Canal struggle. 

Amid declining demand and 
falling prices, the company is 
faced with higher labor costs. 
New three-year labor contracts 
have been negotiated with units 
of the Mine, Mill & Smelter Work- 
ers and the Railroad Brother- 
hoods. Still to be negotiated are 
contracts with the C. I. O. Steel- 
workers. 


Pepsi-Cola Hit By Strike 


Pepsi-Cola Co., second largest 
of the producers of soft drinks, 
had an indicated net profit of 
$2,845,000, equal to 48 cents, for 
the June quarter. This was a de- 
cline from the $3,130,000, equiv- 
alent of 53 cents a share, in the 
like quarter of 1955. Sales con- 
tinued to rise, June marking the 
seventieth successive month dur- 
ing which case sales rose from the 
like month of the preceding year. 

Earnings during the latest 
quarter were affected by a three- 
and-a-half-week strike at its prin- 
cipal concentrate plant and sugar 
refinery, and at its bottling plants 
supplying the New York City 
market. An added impact on the 
profits situation was a severe im- 
port dollar allowance restriction 
imposed by a foreign government, 
which blocked large concentrate 
shipments usually supplied to that 
market. 


Steel: Record Sales, 
Net Unchanged 


United States Steel Corp., for 
the three months to June 30, had 
record sales, but earnings of $1.83 
a common share were the same as 
the first quarter and 2 cents 
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share less than in the like period 
a year earlier. Steel companies, 
by and large, operated near full- 
tilt levels during the quarter as 
customers scrambled to lay in an 
ample supply of the metal in an- 
ticipation of a steel strike and/or 
higher prices. But this biggest of 
the steel producers did not fare 
as well as many of its smaller 
competitors owing to a strike 
against its Tennessee Coal & Iron 
division, which began April 27 
among engineers and firemen on 
railroads serving the Alabama 
plants and mines. It pulled oper- 
ations for the quarter down to 
slightly under 90% of capacity 
from 98% in the first quarter. 
That strike carried over into the 


third quarter, when the company, 
in common with other steel pro- 
ducers, was knocked out of pro- 
duction by the nation-wide walk- 
out of the C. I. O. Steelworkers. 

Labor peace has returned to the 
steel mills, but at a prohibitive 
price—if not for the steel pro- 
ducers, who expect to offset these 
higher costs with higher steel 


prices, then surely for the balance j 
of the economy. For the first year, 9 


the cost of the new labor contract, 
which runs three years, 
about 24 cents an hour 
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cost will be 16 cents an hour and 
for the third year, 17.5 cents. 
Thus, the total rise for the life 
of the contract is 57.5 cents—an 
increase that will be borne by the 
Government in defense procure- 
ment, consumers buying durable 
goods and, indeed, by every seg- 
ment of the nation. 

The prevailing sentiment with- 
in the steel industry is that price 
rises are needed, not only to offset 
higher wage costs but to defray 
the cost of its expansion program. 


Depressed Avisco 


Net profit of American Viscose 
Corp., for the quarter ended June 
30, was down 62% from the sim- 
1955 period, while sales 
dropped 15%. Net of $2,334,000, 
or 46 cents a common share, com- 
pared with $6,205,000, or $1.16 
a common share, in the like 1955 
quarter. Sales totaled $53,395,000, 
against $62,810,000 in the 1955 
period. 

Avisco, of course, has been hard 
hit by the slowup in the automo- 
tive and textile trades. Large in- 
ventories of tires have had a 
sharp impact on the company’s 
sales of rayon tire yarn, while 
depressed conditions in the tex- 
tile field have reduced the demand 
for its rayon and acetate fibers. 


Diversity Helps Borg-Warner 


Borg-Warner Corp. business 
has been about as diverse as the 
over-all economy. That company 
has a variety of stakes—automo- 
tive supply, a well-rounded line of 
appliances, oilfield equipment, de- 
fense products, industrial goods 
and others. This diversification 
has cushioned the shock of cur- 
tailment in such segments of the 
business as supply the automo- 
bile, appliance and home-building 
trades. Borg-Warner expects the 
reduction in business volume to 
continue through the third quart- 
er, but hopes for a decided pickup 
in the business in the final quarter 
of the year. 

Sales and earnings for the June 
quarter were below the 1955 peri- 
od. Net profit of $8,653,000, or 
$1.08 a share, compared with $9,- 
555,000, equal to $1.21 a share, 
in the second quarter of last year. 
While the sales of some divisions 
actually represented an improve- 
ment over the year-ago quarter, 
sluggish sales of divisions serving 
home-building, farm equipment 





and automotive sufficed to drop 
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over-all earnings. And, of course, 
profits on its household appli- 
ances have been affected consid- 
erably by the keen competitive 
situation in that field. 


Ford: Sales, Earnings Fall 


Ford Motor Co. net profit in the 
second quarter dropped to $58 
million from $73.7 million in the 
first quarter of this year and 
$131.9 million in the second quart- 
er of 1955. The latest drop oc- 
curred on a net sales decline of 
3.5% from the first quarter and 
21.6% from the second quarter 
of 1955. Net sales for the latest 
quarter amounted to $1,161,400,- 
000, compared with $1,203,100,- 
000 in the first quarter of this 
year and $1,480,900,000 in the 
second quarter of 1955. 

The drop in profits from the 
first to the second quarter (from 
$1.37 a share to $1.07 a share) 
was brought about not only by 
sluggish car sales, but there also 
was heavy cost associated with 
programs of new facilities and 
new products. Although the usual 
spring increase in demand for 
cars failed to materialize this 
year, there have been indications 
recently that the market has 
strengthened. In contrast to the 
normal seasonal decline, June re- 
tail sales of the company’s pas- 
senger cars were slightly higher 
in May and sales in July were 
13.3% above June. Of major sig- 
nificance is the fact that for the 
60-day period to July 20, retail 
deliveries substantially exceeded 
production and stocks in the 
hands of the company’s dealers 
were trimmed by 300,000 units. 
Dealer inventories across. the 
board, of both new and used e¢ars, 
nevertheless are formidable. 

General Motors and Chrysler 
Corp., incidentally, have followed 
a similar pattern of curtailing 
output in order to get rid of un- 
wieldy inventories preparatory to 
bringing out 1957 models. 


United Air Lines Earnings Soar 


United Air Lines had net profit 
for the quarter equal to $1.52 a 
common share, against $1.39 in 
the like period of 1955, marking 
the highest second-quarter earn- 
ings of its history. Although there 
was a net profit of $1 million on 
sale of equipment in the quarter, 
compared with $220,000 a year 
earlier, United also increased its 
earnings from operations 16% to 





$9,809,000. This was achieved by 
increased flight capacity operat- 
ing more fully loaded and im- 
proved utilization of equipment. 


Looking ahead to the balance 
of 1956, it would appear that the 
diverse results recorded by the 
economy in the first half will con- 
tinue. This diversity should pre- 
vail even within industries. Thus, 
the construction industry may be 
expected to set a new all-time 
high, but home-building shows no 
signs of perking up. 

The steel industry should op- 
erate around capacity levels the 
balance of the year, as producers 
strive to catch up with down time 
caused by the strike. However, 
steel tonnage is not likely to equal 
first-half output, which was not 
subject to major labor interrup- 
tions. 

Major appliances will continue 
to labor under the handicap of an 
over-built inventory _ situation. 
While the total volume of goods 
being moved is still high, profit 
margins are historically small and 
many marginal companies are 
fighting with their backs to the 
wall. Makers of these products 
are in dire need of price increases 
to offset higher costs (steel is an 
example), but fierce competition 
may be expected to hold increases 
to narrow proportions. The peri- 
od ahead should be characterized 
by a continuance of highly com- 
petitive selling conditions. 

On the merchandising front, 
June retail sales matched record 
May dollar volume, with non-dur- 
ables making the best showing. 
Sales of general merchandise, 
durable and non-durable, may be 
expected to go on benefiting from 
the lower share of consumer in- 
come flowing into motor cars. 

In the meat-packing field, heavy 
volume has characterized the first 
half of this year. The final six 
months should be marked by the 
usual fall and winter rise, but 
volume for this period may be 
down slightly from the year-ear]- 
ier period. On a per capita basis, 
total meat consumption for the 
full year figures to be at or near 
a record 162.5 pounds. Prices at 
wholesale should be closely re- 
lated to supply and consumer pur- 
chasing power. Industry earnings, 
of course, will remain under the 
influence of vigorous competition. 

Railroads, by and large, should 
have as good a year as they did 
in 1955, with a number doing 
even better. This would be a con- 
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siderable achievement in view of 
the steel strike, which hampered 
the carriers for much of the third 
quarter. A major aid is the 
freight-rate rise which became 
effective this spring—just about 
offsetting the wage rise. There is 
nothing now on the horizon that 
points to any material decline in 
the fortunes of the railroads for 
the balance of 1956. 

The basic soundness of the util- 
ity industry (including telephon- 
ic), now in the midst of a major 
expansion, points to continuing 
growth over-all—even beyond the 
final half of 1956. 


Inventories, Prices, Wages 


There is cause for caution, too, 
highlighted by such factors as 
general inventories (which could 
become excessive with only a 
small drop in consumer demand) 
and the price structure. Indus- 
trial prices are rising, although 
not sharply. However, the spiral 
may be expected to pick up mo- 
mentum as the economy feels the 
impact of higher wages and ris- 
ing costs (notably metals). Much 
of the growth in the so-called 
gross national product will come 
from climbing prices, rather than 
higher production levels. —END 





Smaller Companies: 
Their Struggle to Survive 





(Continued from page 644) 


companies is not the rate itself, 
but the disparity between rates 
paid by small and large corpora- 
tions. As a result of this disparity 
(and also of the unwillingness of 
lending institutions to deal with 
smaller companies when they 
can deal with larger ones) 
smaller companies have charac- 
teristically had a _ considerably 
lower level of debt per dollar of 
equity than have the larger com- 
panies. While this helps to re- 
strain fixed costs, it has also im- 
peded the smaller company in its 
endless search for more working 
capital. 

At the same time that the 
smaller company has had diffi- 
culty in increasing its investment, 
the requirement to increase capi- 
tal—“‘to grow, in order to sur- 
vive’—has become a paramount 
rule of American business. The 
need for additional funds has hit 
the smaller company from a mul- 
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titude of different directions, but 
perhaps the most important is 
in the area of new plant and 
machinery for cost reduction. 


Coping With Cost Spiral 


For the 1950’s have witnessed 
the final maturing of mass pres- 
sures for an ever-rising level of 
hourly wages, and each rise im- 
plies a rise in unit labor costs, 
unless it is offset by better, more 
productive, and more expensive 
machinery. In this struggle to 
keep costs in line, the smaller 
company starts out with two 
strikes against it anyway. Char- 
acteristically, its costs are higher 
than those of large producers, 
because its production runs are 
smaller, and certain so-called “‘in- 
variable” costs are spread over a 
lower number of units. 

A classic illustration of this 
principle is the automobile in- 
dustry: The cost of tooling up for 
a new model is not very different 
whether the eventual model run 
is 10,000 cars, or 500,000. The 
tool costs of the small “inde- 
pendent” can thus be as much as 
50 times the unit cost of the large 
producer. 

Moreover, in the automobile 
and similar mechanized indus- 
tries, large producers can take 
advantage of giant new cost-cut- 
ting machines which are simply 
not economical for the smaller 
output of smaller companies. 
Years ago, this exact disadvan- 
tage was offset by lower rates 
paid by smaller companies. To- 
day, with industry-wide bargain- 
ing, the offsetting advantage has 
been wiped out, to the small com- 
panies’ increasing jeopardy. 

With these initial strikes 
against it, the inability of smaller 
companies to obtain the capital 
required for constant reduction 
of costs can well be a fatal third 
strike, and it has been for numer- 
panies’ increasing jeopardy. 

Apart from the requirement to 
reduce costs, the inability of the 
smaller company to finance large- 
scale technological and product 
research is the next most serious 
disadvantage. Industrial research 
in the United States now amounts 
to roughly $5 billion a year, the 
great bulk of which is conducted 
by very large companies (notably 
in the chemicals and transporta- 


tion equipment industries, and 
increasingly in the electrical 
machinery industry.) This re- 
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search is producing a continuous 
stream of new products and 
processes, and improvements in 
old products and processes. In 
this technological ferment, the 
smaller company is _ necessarily 





more a bystander than a partici-§ 


pant, however widely the re 
searching companies may dis. 
tribute their licenses and know. 
how. The great new markets of 
tomorrow are being developed in 
today’s laboratories—the labora- 
tories of the lare entities whose 
funds permit them to invest heav- 























ily, for future rewards. r 


Getting Defense Contracts 


Related to the technological re- 


search problem is the problem off 
getting defense business. In af 


number of important industr esl 


defense volume now is 
activity. While it is not as profit- 
able as non-defense business, it 
produces the benefits 


for civilian application. Despite 


the best efforts of the Small Busi-> 
ness Administration, and the best) 


intentions of the Defense Depart- 
ment, smaller companies have 


not participated greatly as prime) 
contractors on defense business;) 
in the main, they have gotten the 
commercial leavings which, while? 


just as profitable, are not nearly 
as stimulating. Moreover, since 
their role has been chiefly that of 
sub-contractors to larger compa- 
nies, their volume of defense 
business has been erratic and 
undependable. An unfortunately 
large number of smaller compa- 
nies have geared up their capacity 
on the basis of a sub-contract, 
only to find themselves high and 
dry when the contract ended, or 
when specifications or a weapons 
program suddenly were changed. 


Problems in Personnel 


Finally, the inability of smaller 


companies to get the funds re} 


quired for expansion has meant 
that they are not in a favorable 


position to attract the top man-f 
agement talent required to guidef 


a company successfully under to- 
day’s competitive conditions. This 
is true both in the technical fields 
—physicists, mathematicians, en- 
gineers—and in the administra- 
tive functions. In the annual 
raids on university campuses now 
(Please turn to page 690) 
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Forecast Profits Growing 





334% Gain on Boeing Airplane 
240% Profit on General Dynamics 
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; There is no service more practical .. . the advance in Boeing. 
more definite ... more devoted to your ‘ , : : 
a ahtiensie thems the Qesceat. 0 atk trtee Boeing Airplane was rec ommended to subse ribers at 46 — 
you weekly: prior to the 2-for-]1 stock split in 1954 which marked our 

al re three Investment Programs to meet cost down to 23. On August 6, 1956, Boeing was split again, 
em off | your various aims .. . with Pee 2-forl, reducing our cost to 1114 for the new shares which 
In af| advices of what and when to buy an are selling above 50 — representing 334%, enhancement. 
striest when to sell. a as —-e 207 ..: 
stries i Cash dividends of $1.50 seem assured for a 13% yield on 
na) or Program 1—Top grade stocks for security and alee Read ; : 
ro fit assured income with excellent ap- our origimal buying price. 
| ; preciation potentials. : ; , ; . 
* ae Also, we recommended General Dynamics in April, 1954, 
high} | Program 2—Special dynamic situations for sub- ; 7 2 ee 

end-p stantial capital gains with large at 43. It was then split 2-for-1, marking our cost down to 
nents) dividend payments. 2114. Now, the company has just proposed a 3-for-2 stock 
espitel) | Program 3—Low-priced stocks for large per- split. On this good news, General Dynamics has now reached 
Busi-} centage growth. 73 — to show 240°, gain from our original recommended 
© best | Projects the Market . . . Advises What Action to price. The $2.20 dividend yields 10.2°. on our cost. 
part. Take . .. Presents and interprets movements by . 

av industry of 46 leadi oups comprising our broad . . , . 
hae ee We have just released 2 new recommendations — to be fol- 
ness‘M| Supply-Demand Barometer . . . plus Pertinent lowed by further selections of promising new opportunities 
n thel | Charts depicting our 300 Common Stock Index. at sound buying levels. We believe our coming buying advices 
. 100 High-Priced Stocks. 100 Low-Priced Stocks; : : ° ° ° i . 
whileB | iso Dow-Jones Industrials and Rails from 1942 will help us to maintain our outstanding profit and income 
learly§ | to date. record of the past two years. 

S1Ince Dow Theory Interpretation . tells whether 
1at of major and intermediate trends are up or down. ENROLL NOW—GET ALL OUR RECOMMENDATIONS 
ym pa- Essential Information for Subscribers . . . up-to- ° . _ : : ak 
re II date. dota, ccrnings ond dividend records on The time to act is now — so you will be sure to receive all 
vandh | *2cutities recommended. our new and coming selections of dynamic income and profit 

an me ‘ : 4 
1ately Telegraphic Service .. . If you desire we will wire opportunities at strategic buying prices. 
ympa you in anticipation of important market turns. 

a- Washington Letter—Ahead-of-the-News interpreta- . er ° : ‘ : 
ACityA| tions of the significance of Political ond Logisle- Mail your enrollment today with a list of your holdings (12 
tract | tive Trends. at a time). Our staff will analyze them and advise you 
h andp| Weekly Business Review and Forecast of vital hap- promptly which to retain — which are overpriced or vulner- 
i, ae Se Sey ees Be et Sr able. By selling your least attractive issues you can release 

7 and individual industries. : J 
apom funds to buy our new recommendations. 
nged. 
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Maul Coupon * SPECIAL OFFER—Includes one month extra FREE SERVICE * 
naltel Jjoday. THE INVESTMENT AND BUSINESS FORECAST 
in ai of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
é A 4 bd 0 I enclose [) $75 for 6 months’ subscription: [] $125 for a year’s subscription 
4 i pecial ffer (Service to start at once but date as officially beginning 
ravle one month from the day you receive my payment.) 
man- MONTHS’ 75 SPECIAL MAIL SERVICE ON BULLETINS 
guide SERVICE Air Mail: [1] $1.00 six months; [) $2.00 (1) Telegraph me collect in anticipation of 
one year in U. S. and Canada. important market turning points . . 

er to- Special Delivery: [1 $5.20 six months; When to buy and when to sell... when 
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fields SERVICE 
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Smaller Companies: 
Their Struggle to Survive 





(Continued from page 688) 


conducted by large numbers of 
corporations, the best executive 
material is winnowed out by the 
large corporations whose salaries 
are somewhat better and, more 
importantly, whose promises of 
widening opportunities can be 
proven on the record. 


Legislative Help 


All of this is not meant to indi- 
cate that smaller companies are 
doomed in the American future. 
As long as there is competition, 
aggressive, imaginatively man- 
aged smaller companies will meet 
the challenge, get their capital, 
use it profitably, and gradually 
swell into larger companies. 
Smaller companies now are par- 
tially protected by law against 
the more violent competition 
which might be directed against 
them by the corporate giants. 
And they are being aided, albeit 
still very inadequately, by the 
Small Business Administration 
and certain work of the Com- 
merce Department. The Defense 
services are continuously re-ex- 
amining their procurement prac- 
tices to insure a better share for 
small business. Some strides al- 
ready have been made, but much 
remains to be done. 


Merger Help 


Nevertheless, it is no news that 
large numbers of these compa- 
nies are finding their solution in 
a merger (or a sale of assets) to 
a larger, better-financed and per- 
haps better-managed corporate 
aggregate. In certain instances, 
two or more smaller companies 
have merged to improve their 
competitive position with repect 
to the larger corporations in the 
field. Indeed, the deteriorating 
position of the smaller company 
in terms of new capital, in terms 
of cost disadvantages, in terms 
of limitations of its research 
effort, has proved to be a major 
force behind the current massive 
wave of mergers. It is a fairly 
safe forecast to say that the mer- 
ger wave will continue as long 
as the technological and financial 
advantages of size are as great as 
they are today —END 
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development program relating to 
vacuum-melting by the induction- 
type method. 

There can be no question that 
development of vacuum-melting 
techniques have opened a whole 
new world for the metalurgist. 
Through this new process there 
are sometimes developed a com- 
pletely new family of metals and 
their alloys. Many existing alloys 
are so greatly improved in mech- 
anical properties that these also 
can be classed as new alloys. More 
than that, through vacuum-melt- 
ing, the reduction of dissolved 
gases in copper and nickel ap- 
preciably improves their use for 
electronic tube applications. By 
the same treatment, copper exhib- 
its a conductivity of close to 100% 
of the calculated theoretical value. 
Of even greater promise are the 
possibilities of substituting low 
strategic value alloys for scarcer 
alloys essential to military needs. 


An Endless Job 


Research in practically every 
field is an endless job. New dis- 
coveries lead to others. There is, 
therefore, no end to any article 
that might be written about it. 
Discoveries already achieved in 
the laboratories and in the field 
have opened up employment op- 
portunities for millions of addi- 
tional workers. In corroboration, 
Union Carbide & Carbon Corpor- 
ation, a leader in research in 
metals and alloys, chemicals in- 
dustrial gases, plastics, electrodes 
and related fields, and in atomic 
energy as well, now is producing 
close to 200 products that were 
not available 10 years ago. 

Over the same period UCC’s 
average number of employes has 
increased from 42,112 to 54,304, 
exclusive of the 16,000 employed 
in Government-owned atomic en- 
ergy plants UCC operates. Gen- 
eral Electric, which epitomizes 
the value of research by its slogan 
“Progress is Our Most Important 
Product” has about 70,000 employ- 
es turning out products the com- 
pany did not make 15 years ago, 
increasing its employment rolls to 
222,070. RCA now employs a total 
of 78,000 people and 80% of its 
more than $1 billion in sales for 
1955 were in products and serv- 
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ices which did not exist, or were 
not commercially developed, 10 
years ago. Similar records of 
growth in employment and sales 
could be cited, the greater portion 


of which can be attributed to pio- 


neering efforts in research, de- 
velopment and engineering. 


Importance of Research 
To Agriculture 


This growth undoubtedly will 
continue, perhaps at even a more 


accelerated rate as these same] 
pioneering efforts to create im-/ 
proved and better products con-/ 
B det: 


tinue to keep pace with tomor- 


row’s needs of industry and agri-f - 
s try 


culture. Down on the farm, they 
already are using an increasing 
amount of mechanization not only 


in the field, but in the cow barns, | 
henhouses and in the piggery. /n| 
some areas heat pumps are used} 


to maintain proper year-round 
temperature condition in the lay- 


ing house. The use of heat pumps | 
not only raises production, egg} 


quality and shell structure, but 
also increases size and weight of 
the eggs. Heat pumps also are 
proving of considerable value in 
hog-raising, it having been found 
that pigs kept in a certain tem- 
perature will fatten on a smaller 
amount of feed. In a recent ex- 


periment pigs kept in a tempera-| 
ture of 45 degrees were found) 


to consume approximately 1,000 


pounds of feed in order to gain} 
100 pounds. The temperature was | 


then increased to about 90 de- 
grees, where they required 800 to 
900 pounds of feed to increase 


100 pounds in weight. With anf 


adjustment of the heat pump to 
maintain a 65-degree tempera- 
ture, the feed requirements for 
a 100 pound in weight fell to ap- 
proximately 300 pounds. 


Farm Developments 


These farm developments are 
of great importance, not only in 
improving the economic status of 


the farmer but in providing bet-} 


ter quality and more of the farm 
products this country is going to 
need. It is estimated that by 1975, 
the American population will have 


increased to 210 million. Putting | 
more land under cultivation to} 
fill the bigger food basket is not? 


the answer. The solution lies in 
greater use of today’s equipment 
and the development of new and 
improved facilities through re- 
search. —END 
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Hgram for Syria. 
con- 





~ BOOK REVIEW 


The Economic Development 
of Syria 

Report of a Mission Organized by the 
International Bank for Reconstruction and 

Development at the request of the 

Government of Syria 

This Report, which contains the most 
and up-to-date information 
available on economic conditions in 
Syria, consists of two parts. Part One 
presents the Mission’s recommendations 
' for the organizing and financing of a 
» five-vear government development pro- 
Part Two contains a 
H series of annexes giving a wealth of 








mor- © detailed information on Syria’s inter- 
igri- § nat onal economic position, public 
they ‘finance, agriculture, irrigation, indus- 
ney } try, power, transportation and com- 
Sing mu ications and social ponies ‘ ;' 
only vria is not densley populated, with 
rns } some 3,650,000 people living in an area 
x.) Bt of °2'000 square miles — about three- 
bs | fourths the size of the United Kingdom. 
used § Sixty per cent of the population is 
yuNnd | rural, yet the ratio of population to 
lay- | cultivated land is low compared to most 
other countries in the Near and Middle 
MM)S § East. With irrigation, much land would 
€£2 | become available for tilling. Apart from 
but | asphalt, mineral deposits are negligible 
, or unknown. 
ye THE MISSION 
- in} Pieter_Lieftinck, Chief of Mission 
qf John. C. de Wilde, Deputy Chief of 
Mission 
tem-) H. H. Bagnall, Adviser on Industry 
aller Feliks Bochenski, Economist 
ex.) Constantine Doxiadis, Adviser on _ 
+ a Housing and Community Planning 
eae Jean de Fargues, Adviser on Water 
ouNnae Resources and Power 
| 000} Carl Fritale, Adviser on Agricultural 
ene ’roduction 
£aiN§ Richard Goode, Economist 
WaS fF Johannes J. Hanrath, Adviser on 
| de- Transportation f 
0 to ee Johnson, Agricultural 
‘ease conomist 
Mary Major,-Secretary 
n ANF Alison Turner, Secretary 
ip tO} Johns Hopkins $7.50 
eYra- 
for Sate Marketing 
ics and M 
om "Ry H. W. HEPNER 
This exciting new book orients the 
student to the field by ———— _ 
awareness of the ways in which the 
principles of marketing function in 
new circumstances. The book has two 
| are} new approaches. In the first, the author 
ly inf has stressed the dynamic forces that 
is of} 2ffect marketing practices, seeking to 
develop a daily awareness of basic 
bet- trends and influences that bear on 
farm) marketing. Emphasis is also on the 
ig to} recognition of management’s relations 
1975 to marketing. Here, marketing is in- 
-’) tegrated into the larger framework of 
tte management’s thinking, policies, and 
Ing § pre grams. 
n to Each chapter opens with a statement 
; not) of several marketing principles which 
>. | the alert, informal person should know 
es it in this era of business change. lee 
ment} lively style points up the content an 
- and} eases the student’s path. Illustrations 
. ye-} With human interests—such as cartoons 
E —enliven with text. Recent advances, 
-END} such as automation and its probable in- 
REET AUGUST 18, 1956 





fluence on marketing, are treated. There 
is an unusual amount of “how to” 
material for the student who plans to 
enter marketing. For the benefit of 
home economics and advertising majors 
material on merchandising is included. 

The book is distinctive in regard to 
its lists of “sources” such as trade 
journals and associations that deal with 
the topics in each chapter. The author’s 
description of each source was approved 
by a member of the source described— 
the A. M. A. and various wholesaler 
organizations. 
McGraw-Hill $6.00 

How to Invest Your Money 

By RALPH C. EPSTEIN 

This simply written book gives a 
thorough understanding of investments. 
Keeping the needs of the average in- 
vestor in mind, Mr. Epstein has made 
his subject clear to the average layman 
who has no knowledge of finance or 
accounting. 

How To Invest Your Money presents 
a balanced program for obtaining the 
highest income consistent with a high 
degree of safety. It is a program that 
applies to investors, small or large, and 
to periods of business boom or decline. 
It covers stocks, bonds, bank deposits, 
mutual funds, insurance policies, bro- 
kerage and investment counsel services 
wills, estates, and inheritances. 
Throughout, the use of historical data 
and actual cases makes for down-to- 
earth practical explanation of a com- 
plex subject. 
Ronald $3.50 
How to Live with Your Investments 

By LINHART STEARNS 

This is a book about the emotional 
psychological factors involved in the 
investment of money by a highly suc- 
cessful investment counsel and economic 
adviser. It does not pretend to explain 
how to make a cool million quickly (al- 
though there are many suggestions in 
this book which are eminently worth 
reading). Its primary purpose is to 
provide a clear and useful guide to 
those people who realize that money 
is a means to contentment in life, not 
an end in itself. 

Here is a practical, down-to-earth 
book on a subject rarely discussed— 
the investor himself. In the combina- 
tion of emotional with financial factors 
lies the true secret of how to achieve a 
sound judgment on an investment pro- 
gram. How much risk a man can stand 
is often a vastly more important 
question than the exact gambling odds 
involved in the risk. 

This book explains why different in- 
vestment policies appeal to different 
individuals and rightly so. In covering 
the whole field of modern investing 
from formula plans to growth stocks it 
shows how a man or woman with 
money to invest can achieve both finan- 
cial success and happiness at the same 
time. 

Simon & Schuster $2.95 


The Interpretation of 
Financial Statements 

By BENJAMIN GRAHAM and 
CHARLES McGOLRICK 


Since its original publication in 1937, 
this concise manual has become a stand- 
ard work for all who want to under- 
stand corporation balance sheets and 
income statements. Written in simple 
language it is yet comprehensive and 


hemical 






Divisions 
BARRETT - GENERAL CHEMICAL 
MUTUAL CHEMICAL - NATIONAL ANILINE 
NITROGEN - SEMET-SOLVAY 
SOLVAY PROCESS 


COMMON STOCK DIVIDEND 
Quarterly dividend No. 
142 of $.75 per share has 
been declared on the Com- 
mon Stock of Allied 
Chemical & Dye Corpora- 
tion, payable September 
10, 1956, to stockholders 
of record at the close of 
business August 17, 1956. 


RICHARD F. HANSEN, 


S t 
July 31,1956 ~“*°*""Y 





Continuous Cash Dividends 
Have Been Paid Since 
Organization in 1920 

















PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a third-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock 
of this Corporation, payable 
September 10, 1956 to stock- 
holders of record August 17, 
1956. 


M. W. URQUHART, 
Treasurer. 


August 1, 1956 


REWRY 


A quarterly dividend of forty (40) 
cents per share for the third quarter 
of 1956 has been declared on the com- 
mon stock, payable September 10, 1956 
to stockholders of record at the close 
of business on August 24, 1956. 


Drewrys Limited U. S. A., Inc 
South Bend, Indiana 


T. E. JEANNERET, 
Secretary and Treasurer 






































TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable September 15, 1956, to stock- 
holders of record at the close of business 
August 24, 1956. 
E. F. VANDERSTUCKEN, JR., 


Secretary. 
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authoritative enough to serve the in- 
terests of businessmen, security sales- 
men, customer’s brokers as well as 
private investors. 

Now brought up to date in treatment 
and illustrations, this revision takes 
account of the numerous changes in 
accounting procedures since 1937. It 
benefits also from the use of recently 
available composite Financial Reports 
of United States Manufacturing Cor- 
porations. 

Mr. Graham, President of Graham- 
Newman, is author of The Intelligent 
Investor and co-author with David L. 
Dodd of Security Analysis. Mr. McGol- 
rick is a general partner and head of 
research in the brokerage firm of J. J. 
Harris & Company, New York. 

Harper $2.25 


A Show of Force 
By STEWART THOMSON 


This tense novel of crisis in an Ara- 
bian oil community may well remind 
the reader of E. M. Forster in its 
brilliant treatment of West and East 
at a point of contact—and conflict—or 
of Graham Greene in its grip of sus- 
pense, which tightens until the climac- 
tic breaking point. 

The immediate trouble began over 
Benton’s wife—a dangerous flirt, they 
said. But deeper trouble existed, tinder- 
dry, and when Benton got up the nerve 
to strike his Arab antagonist, he 
started a chain of events that threat- 
ened to explode into the terror he and 
his fellow Europeans dreaded most— 
a horde of outraged natives thirsting 
for massacre and revenge. This was 
an ancient cruel and passionate world 
—almost beyond the understanding of 
the white ladies at the club, or of their 
husbands, busy making oil profits for 
the shareholders back home. 

In this frightening, exotic setting, 
there were those who knew what to 
do when trouble came. Stratton, the 
police officer, had his methods; the 
Consul had other ideas. The conflict 
and tragedy that result are superbly 
presented by Stewart Thomson in this 
story—a most dramatic and exciting 
tale of action and ideas. 

Harper $3.50 


The Wise Man 
From the West 
By VINCENT CRONIN 

This is the true story of a courageous 
and dedicated man who, in the 16th 
century, first brought the message of 
Christianity to fabled Cathay. It is also 
a richly detailed and living portrait 
of 16th and 17th century China—the 
mystical and wonderful land which, up 
to the time of Ricci’s mission, the West 
had known only through the tales of 
Marco Polo. 

Only an extraordinarily gifted Euro- 
pean could hope to impress the im- 
perturbably proud Chinese. Matthew 
Ricci was such a man. A Jesuit mis- 
sionary, his ardent desire to serve his 
Church was matched by his brilliance 
as a geographer and mathematician. 
His gift for language was so great that 
he mastered not only many Chinese 
dialects but also the difficult Chinese 
characters so that he could translate 
and interpret Christian doctrine in the 
written forms the Chinese admired and 
respected. 

From 1583 until his death in 1610, 
Matthew Ricci strove to establish 
Catholicism in China. This fascinating 


692 





book, drawn from Ricci’s own history 
of the Chinese mission, his letters and 
reports, tells how he used his great 
— gifts to attain his desired 
end. 

His heroic mission began when, dis- 
guised as Buddhists, Ricci and a com- 
panion left Portuguese Macao for Shiu- 
hing. Before they could begin to teach, 
they had to win the respect of the 
foreigner-shy Mandarins and this they 
accomplished with such western won- 
ders as a prism of glass and a magnifi- 
cent painting of the Virgin. It was an 
uphill fight all the way. Malaria, ship- 
wreck, corrupt officials all impeded his 
progress to the Forbidden City of Pek- 
ing, home of the Emperor. But Ricci 
was steadfast and finally won entrance 
into that most secretly guarded citadel 
ruled by the vain, quixotic Son of 
Heaven—with, among. other gifts, a 
large clock with weights, a small strik- 
ing clock and a clavichord. 

Vincent Cronin’s absorbing and de- 
finitive biography of Matthew Ricci 
is a memorable picture of the person- 
ality and the work of the man who 
established the first Catholic missions 
in China. 

Dutton $4.50 


Run Silent, Run Deep 
COMDR. EDWARD L. BEACH, U.S.N. 


Henry Holt and Company is proud 
to publish a book which will take its 
place with The Naked and the Dead, 
Battle Cry, and Away All Boats as a 
novel of yet another service which dis- 
tinguished itself in World War II. 

This is a story of the silent service 
—the submarine crews which destroyed 
the Japanese merchant marine. A nar- 
rative taut with drama, told with the 
intimacy of a confession, it deals with 
two strongheaded men: their loves, 
their jealousies, and their destinies in 
the lonely and desperate struggle be- 
tween the hunters and the hunted. Few 
war novels will rival Run Silent, Run 
Deep in the naked realism of its action. 
None will surpass its rising excitement 
and brilliant descriptions of men in 
combat. 





The Lonely Sky 


By WILLIAM BRIDGEMAN 
and JACQUELINE HAZARD 


This is the powerful and often thrill.) 
ing story of a man who daily enter 
that lonely region beyond the speed of 
sound. A narrative of needlenosed ship; 
flying at blistering speeds, it is also the 
moving testament of a man risking his 
life to push-back the frontiers of sci. 
entific knowledge. Like St. Exupéry)) 
Bridgeman is capable of describing the} 
vastness and beauty of the skies. Buh 
as America’s foremost experimental) 
test pilot, he is constantly aware of they 
multitude of technical information? 
which he is called upon to use at any 
given instant. 

After the war, Bill Bridgeman leftf 
the Navy a restless man. Seeking ac. 
tion, he joined Douglas Aircraft as an 
engineering test pilot. Soon he wasp 
asked to take over the final stages of 
the Skyrocket testing program. The 
Skyrocket, a javelin-shaped experi. 
mental ship, was a challenge to Bridge. 
man. The story of his day-by-day life 
with the plane is the substance of 7he 
Lonely Sky. 

Henry Holt $3.95 















The Stock Market Between 
Now and Election 





(Continued from page 639) 


the route around Cape of Good 
Hope, by a new pipeline from 
Iraq through Turkey to _ the 
Mediterranean, and by develop- 
ment of atomic energy, which she} 
is already pushing, as a primary 
power source. 

There is no change in our selec- 
tive, conservative policy.—Mon- 
day, August 13. 








THE OILS - 


A Global Study 


Don’t miss the September Ist issue of The 
Magazine of Wall Street, which will be 
featured by a comprehensive study of the 
world oil situation amid the threat to 
Middle East suppliers. 


Of especial to the investor will be the com- 
mentary on each of the leading producers. 
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g nvestment Management Service has earned 
the steady renewals of its clients (many have 
been with us 5, 10, 15 and 20 years) ... by 
helping them to build up their capital to a 
level where they enjoy financial independence. 
In the significant and highly selective market 
in the year ahead let us aid you to secure in- 
creased income and capital appreciation from 
your investments—and with added safety, too. 


We offer you the most complete, personal 
investment supervision available today—fitted 
precisely to your own aims — and to today’s 
conditions and the vast potentials of this era 
of amazing scientific achievement, industrial 
advancement and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account .. . advising retention of those most attrac- 
tive for income and growth . .. preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute r dations in 
companies with unusually promising 1956 prospects 
and longer term profit potentials. 





Increased Safety — Income — Profit 
From Your Personal Investment Program 


(Important—To Investors With $20,000 or More!) 
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Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Ac 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 
with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amounts of income it 
has produced for you. 








be ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 
can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MacazInE OF WALL STREET. A background of forty-eight years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 





The crude oil that enters the four giant Cities Service 
refineries such as this, graduates into over 400 dif- 
ferent Cities Service products... each as fine and im- 
proved as the ultramodern facilities that make them 
Here, then, is one of the big reasons why sales of 
Cities Service products are increasing at nearly three 
times the rate of the industry! 
' But it is far from the only reason. For this huge 


sales increase represents a dynamic expansion now 
under way in all phases of Cities Service operation: 
exploration, production, refining, marketing, and 
research. 

And the end result of this bustling activity? You’ll 
be seeing it soon in new and better petroleum prod- 
ucts, new and bigger sales records for Cities Service 

. a leader in petroleum progress. 
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Progress through Service 




















